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MERGERS AND UNFAIR COMPETITION IN FOOD 
MARKETING 


THURSDAY, JULY 2, 1959 


U.S. Smnate, 
SELECT CoMMITTEE ON SMALL BusINgss, 
SUBCOMMITTEE ON RetaiLine, DIstTRIBUTION, 
AND Farr TRADE PRACTICES, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:40 a.m. in room 
F-82, U.S. Capitol Building, Senator Hubert H. Humphrey presiding. 

Present: Senator Humphrey. 

Also present: Eugene P. Foley, counsel. 

Senator Humpurey. We will open the hearing today with the state- 
ment of Earl W. Kintner, the Chairman of the Federal Trade Com- 
mission. The hearing is to discuss the economic investigation into 
the concentration and integration of food marketing. 

I am going to ask the committee counsel to place in the record the 
exchange of correspondence between the chairman of the subcom- 
mittee and the FTC and the background material on this hearing that 
was developed about a year ago when hearings relating to the grocery 
industry were held in this same room. 

(The material referred to follows:) 


U.S. SENATE, 
Srtect CoMMITTEE ON SMALL BUSINESS, 
April 2, 1959. 
Hon. Joun W. Gwynne, 
Chairman, Federal Trade Commission, 
Washington, D.C. 


Drar JupGE Gwynne: You will recall that I have previously discussed with 
you the investigation by the Federal Trade Commission of economic concentra- 
tion in the food industry. I am pleased to learn that your Commission has under- 
taken this task in an ambitious manner. As I understand it, the questionnaires 
which you sent out on January 30, 1959, were due March 31, 1959. 

I realize that it will take quite some time for your staff to compile and analyze 
all the information contained in those questionnaires and that you are, therefore, 
not prepared at this time to discuss the results of your investigation to date. 
I am anxious to get a comprehensive report on your investigation as soon as 
possible. If May 15, 1959, would be convenient, I would appreciate having you 
and members of your staff testify that day at a hearing to be conducted by the 
Subcommittee on Retailing, Distribution, and Fair Trade Practices, of which I am 
chairman. If this date is not convenient, kindly advise the earliest date you would 
prefer for this hearing. 

Yours very truly, 


Husert H, Humpurey. 


FEDERAL TRADE COMMISSION, 
Washington, D.C., April 9, 1959. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Retailing, Distribution, and Fair Trade Practices, 
Select Committee on Small Business, U.S. Senate, Washington, D.C. 
Dear Senator Humpurey: I have your letter of April 2, 1959, in which you 
take note of the fact that the Commission has undertaken a limited economic 
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study of the food industry, and request that appropriate members of the staff 
— I appear before your subcommittee and testify as to the results obtained by 
the study. 

As in the past, the Commission is, of course, most anxious to cooperate with 
your committee. However, before agreeing on the date of May 15, 1959, or 
any other date it will be necessary to consult with the Commission’s Director of 
the Bureau of Economics, Dr. Whitney, and others before advising you definitely 
as to the stage of development of our study at the time suggseted, and the range 
and accuracy of any information which we could supply. 

On the return of Dr. Whitney within a few days I will supply a definite answer 
to your request. 

With high regards, 

Sincerely yours, 
JoHN W. GwyNne, Chairman. 


FEDERAL TRADE COMMISSION, 
Washington, D.C., April 15, 1959. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Retailing, Distribution, and Fair Trade Practices, 
Select Committee on Small Business, U.S. Senate, Washington, D.C. 


Dear SEnaTOR Humpurey: In agreement with my letter to you of April 9, 
1959, I am now in position to answer responsively your communication of 
April 2, 1959. 

Dr. Whitney and other members of the staff, after careful consideration of 
your request to appear and testify on May 15, 1959, concluded that the Com- 
mission’s food study will be, as of that date, in a semifinished state and that any 
type of an interim report or statement would be inconclusive and conjectural. 

hey are of the further opinion that judgments and conclusions advanced on 
incomplete data would be prejudicial to the final report to be later issued by the 
Commission and probably unfair to its sources of information. 

The earliest date at which it is believed reliable information, based upon the 
Commission study, can be presented to your subcommittee is June 30, 1959. 
I believe that the interests of all concerned will be best served by deferring our 
appearance until that date. 

Mr. Babcock, the Commission’s Executive Director, has discussed this matter 
with your Mr. Eugene P. Foley, who has a full understanding of the problem 
presented. 

With high regards, 

Sincerely yours, 
Joun W. Gwynne, Chairman. 


U.S. SENATE, 
Se.ecrt ComMITTEE oN SMALL BusINESS, 
April 30, 1959. 
Hon. Joun W. Gwynne, 
Chairman, Federal Trade Commission, 
Washington, D.C. 

Dear Jupce Gwynne: Thank you very much for your letter of April 15, 1959, 
relating to the report of the Commission’s food study to the Subcommittee on 
Retailing, Distribution, and Fair Trade Practices. I should be more than happy 
to accomodate you by deferring your appearance until June 30, 1959. Please 
observe that I am most anxious to have this report made during the current session 
of Congress. 

Yours very truly, 
Husert H. Humpuwrey, 
United States Senator. 
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Excerpts From Marcus 3-4, 1958, Hearines (pp. 34-35 anp 175-177) oF THE 
Senate SMALL Business CoMMITTEE ON “THE ROLE OF PRIVATE ANTITRUST 
ENFORCEMENT IN PROTECIING SMALL Busrngess’—Wuicu RELATE TO THE 
ORIGIN OF THE FTC Economic INeutryY INtTo Foop MARKETING 


Mr. Bison. For background purposes, I should like to spend a few minutes re- 
viewing the history of the provision creating a private legal action for violation of 
the antitrust laws. This provision is as old as the antitrust law itself. 

Senator Humpurey. Before you go into that, have you given any thought to 
having the Congress ask the Federal Trade Commission to make an exhaustive 
economic study of the entire retail food distribution system? I think such a 
study was undertaken, let’s say, back in 1934. I don’t believe anything has been 
done since. 

Mr. JeHLE. No, Senator, it hasn’t. 

Senator Humpurey. It seems to me this kind of study, without placing any 
value judgment on who is right or who is wrong, or anything else, but this kind 
of a study ought to be duplicated. I have been disturbed over the fact we have 
this same sort of thing in the gasoline filling station operations. I mean you had 
a study made years ago, in 1937, and nothing has been done since. You had a 
study made in the food retail outlet in 1934, and nothing has been done since, so 
that men like yourself and the people you represent, which are the hundreds of 
thousands of independent merchants throughout the country, are really without 
adequate facts at times to really deal with the economic problems with which 
they are confronted. 

I have been thinking about this and I want you to give me some of your thoughts 
on it. 

Mr. Bison. Well, Senator, we have thought about that considerably. In 
fact, I personally talked to Judge Gwynne about it. Of course the problem is 
that the Commission does not have the staff. Well, I won’t say staff, but they 
don’t have the money, at least, to carry out such an extensive investigation. 

The idea that we have—and I think it is the same one you have—is that an 
economic inquiry be undertaken not for the purpose of proving anything but the 
facts. 

Senator Humpurey. Just to update what were accepted statistical materials 
of, some generation or more ago—update that. 

Now obviously that will take money. It will take an appropriation. But I 
think you have said something here that is very impressive to me, that what we 
do or do not do now is really going to set the pattern a decade from now, 5 years 
from now, and so on. We are just letting things run; that is all. I have been 
keenly interested in the work that you so very competently manage and handle 
relating to the retail food outlets and I see this type of integrated operation, these 
vertical corporate developments, and not only is the little retailer beginning to 
cry for help and mercy, but I have heard packinghouses, wholesale houses, proc- 
essors of candies and nuts and what have you—I mean where whole industries, 
whole plants, have been rubbed out of existence or gobbled up, so to speak, by a 
large vertical corporation. 

Mr. Bison. Well, I think an inquiry of that kind ought to be very seriously 
considered. As I said, we have discussed it with the Commission and I am sorry 
to say that it is not being contemplated right now as a part of the official actions 
under the Commission. 

Senator Humpurey. We are going to discuss it with Judge Gwynne but what 
I am getting at with you, sir, is you represent some of the finest merchants in the 
United States—there is no doubt about that—I mean in every community in the 
Nation there are grocers that are members of your organization. Now these 
people ought to speak up. If they want some protection, if they want some help 
from Congress, they better ask for it and they better get themselves a large 
megaphone and really start hollering for it because there are some powerful voices 
down here on the banks of the Potomac that drown out the community merchants, 
and I am just trying you out and as soon as they start inquiring, as they are en- 
titled to factual information from their Government, I think will be better off and 
I think, frankly, they have been starved to death in times of economic strife. I 
am on the ball team and I am getting ready to roll up my sleeves and go to work 
on somebody, but I want to be sure we have some troops. 

Mr. Bison. That has been well stated. I have been trying to say the same 
thing for many years. 

Senator Humpurey. Well, I just joined your forces. 


* * * * * * * 
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Senator Scuorrre:. Yes, Senator Humphrey, as was indicated a while ago, 
regrets he could not be here and he has asked, Mr. Chairman, that I ask you these 
questions: 

Yesterday, Senator Humphrey expressed his interest in having the Federal 
Trade Commission bring up to date its 1934 investigation of the food industry. 
Here are the questions: 

Do you agree with Senator Humphrey’s belief that such a study should now be 
made by the Commission? 

Mr. Gwynne. Well, I was not here, of course, when the 1934 study was made. 

I might say this, Senator, that a good bit of our time and money is spent in the 
food field. think it would be fair to say that from two-fourths to a third of our 
time and money is spent in making some examination of the situation in food 
distribution. 

Seven of the eighteen merger cases we now have on trial involve the food 
industry. 

In connection with the investigation we had to make in those cases, either in 
investigating or trying them, we have gathered quite a lot of information about 
food. We have thought ourselves of trying in some way to supplement that 
information. 

However, frankly, I doubt the advisability of spending much money on a long, 
overall investigation of an industry which could only come up with proof of 
something that at least I feel I know already—that there is tremendous concentra- 
tion in the field and concentration is still going on. 

If there could be some investigation geared to actual trials—the way to stop 
this thing is to get right on with lawsuits. 

Senator ScHoEPPEL. Well, his second question 

Senator ProxmrirE. May I just interrupt there, Senator Schoeppel? 

Senator ScHoEppPE.L. Surely, sir. 

Senator Proxmrre. It seems to me that an exhaustive systematic investigation 
specifically of this integration in the food industry might be extremely useful, 
although I see your point, and I think it is an excellent point. If there is some 
specific trial in mind, some specific action in mind, that it can be more useful but 
I think what Senator Humphrey was thinking of was that—not just an ad hoc 
investigation of the kind that has been conducted but a thorough investigation of 
the entire field and of the integration in it specifically would be very useful to the 
Congress. 

Mr. Gwynne. I have no doubt it would be useful. Useful to the Congress and 
useful to us if the money were made available to do it but with the rather limited 
money we have, we think that we can use our money better in actual investigations 
that have to do with actual cases. 

Senator Proxmire. May I just reply by saying that I understand Senator 
Humphrey would like it to be said that he would make a fight and a hard fight 
to get the money necessary for this purpose. 

Mr. Gwynne. Well, we are not objecting on that ground, that being the 
situation. 

Senator Scoorepre.. And in keeping with the spirit of that type of approach, 
the Senator has asked if you cared to express an opinion as to how large an appro- 
priation would be necessary to complete such an investigation. 

Mr. Gwynne. I doubt if these gentlemen here could give you figures right now. 
We do have some information. For example, we have figures, some very interest- 
ing figures covering certain areas, but to make it a really complete study that you 
could rely upon would take quite a lot of time and money. I would be glad 
though to get those figures, I think we can get them. 

Senator Scuorpre.. If the other members of the committee present here 
agree, and subject to Senator Humphrey, who is chairman of this subcommittee, 
would you be kind enough, if you could, to furnish that for the benefit of the 
committee here, take more time and give us some information on about what 
you think the extent would be? 

Mr. Gwynne. Yes; we could. 

Senator ScHorpre.. Because I readily understand you would not want to 
give an offhand statement here on a matter that we might want to pursue further, 
if we could have the benefit of what your judgment is, together with that of our 
associates might be helpful. 

Mr. Gwynne. I think what you have in mind, Senator, is a comprehensive 
study of the entire field of the distribution of food, somewhat similar to the 
limited and localized investigations we have made from time.to time in connection 
with specific investigations of cases. 
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Senator ScHorePrrEeL. That is what I so consider and that is what I have been 
so informed. Iam sure that is in keeping with what the Senators have expressed. 
Mr. Gwynne. Yes; I can furnish you the best estimate we can get on that. 

Senator Proxmire. I would just add it would be along the lines of the 1934 
study. t 

Senator ScHOEPPEL. Yes; I was pinning that back to the 1934 study and if 
you could, and we are requesting this on the part of the committee here, could 
you also at that time submit what you would consider appropriate resolution or 
an appropriate approach to it? 

Mr. GwyNNE. We would be glad to do that also. 

Senator Humpurey. I wish also to have included in the record, 
as appendixjI, the interim report of the Federal Trade Commission 
entitled, ‘Economic Inquiry Into Food Marketing,” dated June 30, 
1959. 

Go right ahead, Mr. Kintner. I thank you for your cooperation in 
coming here to meet with the subcommittee. —s 


STATEMENT OF EARL W. KINTNER, CHAIRMAN, FEDERAL TRADE 
COMMISSION ; ACCOMPANIED BY HARRY A. BABCOCK, EXECU- 
TIVE DIRECTOR; DR. SIMON WHITNEY, DIRECTOR OF THE 
BUREAU OF ECONOMICS; DR. QUINCY ADAMS, CHIEF OF THE 
DIVISON OF ECONOMIC REPORTS; SEYMOUR F. STOWE, DI- 
RECTOR JOF PUBLIC INFORMATION; EDWIN S. ROCKEFELLER, 
ASSISTANT TO THE CHAIRMAN; AND JOHN R. HEIM, ASSIST- 
ANT TO THE EXECUTIVE DIRECTOR 


Mr. Kintner. Thank you, Mr. Chairman. I would like to 
introduce the gentlemen who appear with me from the staff of the 
Commission. On my immediate right is Mr. Harry A. Babcock, 
Executive Director. Next to him is Mr. John Heim, his assistant. 
And on my left, Dr. Simon Whitney, Director of the Bureau of 
Economics, and further to his left, Dr. Quincy Adams, Chief of our 
Division of Economic Reports. I am also accompanied by Mr. 
Seymour F. Stowe, our Director of Public Information; and behind 
me, my assistant, Mr. Edwin S. Rockefeller. 

Mr. Chairman, I appear before you today, at your request, to 
discuss the Federal Trade Commission’s economic investigation into 
concentration and integration in the food industry. 

May I begin by expressing my appreciation for the opportunity to 
appear before your committee. The relationship between our Com- 
mission and your committee over the years has been most pleasant. 

Although this is my first appearance before your subcommittee as 
Chairman of the Commission, I was here previously on several 
occasions as General Counsel of the Commission. I recall that on 
March 4, 1958, I was present with Chairman Gwynne when the 
suggestion was made by Senators Proxmire and Schoeppel, at the 
request of Senator Humphrey, that an exhaustive investigation of 
integration in the food industry would be useful. We were asked to 
furnish an estimate of the cost of such a study to your subcommittee, 
along with a draft of a proposed resolution authorizing the study for 
enactment by Congress. However, the resolution was introduced but 
was not adopted by the Congress. 


See p. 33. 








6 MERGERS AND UNFAIR COMPETITION IN FOOD MARKETING 


On October 9, 1958, the Commission adopted a resolution for an 
“Inquiry into the Competitive Methods and Practices Used in Market- 
ing. ‘ood.”” A copy of this resolution is in the interima report.’ 

he minute accepting the resolution authorized an investigation 
and study of the integration and concentration of economic power at 
the retail level of distribution in the food industry. 

Questionnaire schedules were approved by the Commission on 
December 30, 1958, and mailing was completed February 2, 1959. 
Although the return date was March 31, followup correspondence last- 
ing into June proved necessary to obtain sufficiently accurate returns. 
Information was obtained relating to retail stores with about 90 percent 
of 1958 grocery store sales. In view of the wide public and congres- 
sional interest in the subject of this inquiry, an interim report contain- 
ing preliminary tables and data was prepared and published. 

Only our final report on this study will summarize and analyze our 
findings. However, we felt that making factual information avail- 
able as we went along would prove helpful to others studying the same 
problem. At the conclusion of the present inquiry, consideration 
will be given to the undertaking of further study into other areas of 
food production and distribution. 

In addition to our economic study of the food industry, we have 
committed a substantial portion of our legal staff, both investigative 
and trial, to cases involving food. For example, eight of our largest 
merger cases fall in this category: Foremost, National Dairy, Borden, 
Beatrice, Consolidated Foods, National Tea, Kroger, and Pillsbury. 
And three others involve corporations whose products are sold prin- 
cipally through grocery stores: Procter & Gamble, Scott Paper, and 
Brillo. Other merger investigations involving food are now in work, 

We have another 35 antimonopoly cases pending in litigation, prin- 
cipally involving alleged discriminations in price and services in vio- 
lation of the Robinson-Patman Act. 

The foregoing brief statement, I think, evidences a genuine con- 
cern on the part of the Commission in the very vital food industry 
and its problems. Please know that the Commission will continue to 
commit a substantial part of its resources in manpower and money to 
economic studies and fa aw enforcement in this field. Vigorous compe- 
tition, free from illegal and predatory practices, with resultant bene- 
fits to the industry and to the consumer, is our ultimate objective. 

Mr. Chairman, that concludes my brief formal statement. I can 
say that these staff experts here, and myself, will be most happy to 
answer any further questions. 

Senator Humpurey. Mr. Kintner, we are grateful for your state- 
ment. We have been pleased with the cooperation which you have 
extended to the full Small Business Committee, to this particular 
subcommittee, and to the Subcommittee on Monopoly, which is 
headed by Senator Long. Our two subcommittees frequently meet 
together and we divide our activities to avoid having too much 
duplication. 

I was just reviewing with Mr. Foley, the committee counsel, 
the correspondence that we have going back to April 2, 1959, and 
before that, relating to the investigation by the Federal 4 Trade Com- 
mission of economic concentration of the food industry. I have 


2 See p. 33. 
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correspondence directed to the then chairman, the Honorable John 
W. Gwynne. In my letter I indicated that the questionnaire that had 
been sent out January 30, 1959, was due March 31, 1959. That was 
the original plan, I believe, of the Commission. We had hoped, as 
you know, that this particular report that I alluded to earlier, the 
interim report, would be presented as a report to this subcommittee. 
That was the request that was made on April 2, and we asked that 
you might appear on May 15, or any other date that was convenient. 
Judge Gwynne indicated: 

Dr. Whitney and other members of the staff, after careful consideration of your 
request to appear and testify on May 15, 1959, concluded that the Commission’s 
food study will be, as of that date, in a semifinished state and that any type of 
an interim report or statement would be inconclusive and conjectural. They are 
of the further opinion that judgments and conclusions advanced on incomplete 
data would be prejudicial to the final report to be later issued by the Commission 
and probably unfair to its sources of information 

The earliest date at which it is believed reliable information, based upon the 
Commission study, can be presented to your subcommittee is June 30, 1959. 
I believe that the interests of all concerned will be best served by deferring our 
appearance until that date. 

And it is signed by John W. Gwynne. That letter is dated April 15. 

In responding to that letter, I said: 

I should be more than happy to accommodate you by deferring your appearance 
until June 30, 1959. Please observe that I am most anxious to have this report 
made during the current session of Congress. 

There is a technicality I think we ought to clear up before we go 
any further. We are grateful for the report, but I want the record 
to be clear that the subcommittee initiated this investigation. At 
least we urged it upon you and we had it urged upon us by the people 
in the retail grocery business. The project was to be a report by 
the Federal Trade Commission to the subcommittee. According to 
the exchange of commentary, the report was not given to the sub- 
committee for examination. The report was released to the press. 

Don’t misunderstand me. You had a right to release it to the 
press. You had a right to do whatever you wished with it, but I 
say, most respectfully, I don’t believe that is a good way to get 
started when we want cooperation. We want it on the basis of 
respect for one another’s prerogatives. 

I recall quite vividly that this report was issued on Friday or 
Saturday, a weekend; on June 27 
Mr. Bascock. Twenty-ninth. 

Mr. Kintner. The release date was the 29th. 

Senator Humpurey. When did the subcommittee get a copy of 
this report? 

Mr. Foury. Friday, the 26th. 

Mr. Kintner. We were hitting, Senator, at the June 30 target 
date, which was the time originally fixed for our appearance before 
you. It was our thought that the report should be released to the 
public in view of the great amount of public interest in this matter, 
in view of the interest not only of your subcommittee but of com- 
mittees in the House, and in view of many, many inquiries from the 
industry that we had received concerning what we were doing in 
connection with this particular study. As I have pointed out, we 
originally submitted to you a draft resolution looking toward a broader 
investigation in the food industry, and this did not pass the Congress. 
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In the meantime, your subcommittee maintained its interest in the 
Sear and many representatives of the food industry—notably I 

ave in mind Mr. Henry Bison, general counsel of the National 
Association of Retail Grocers—continued to bring factual matters to 
our attention, to urge upon us the necessity of making this economic 
study in this industry. We have received from many public sources 
other requests. In addition to that, we were faced with a mounting 
number of complaints of alleged violations in the food industry. We 
were initiating a very great number of investigations, and, typically, 
when we reached a situation of that sort, we began to think in terms 
of economic study, which would underscore the basic economic prac- 
tices in the industry and thus aid us to a broad-scale solution of a 
serious problem which exists. It is in the light of all these facts that 
we determined, consistent with our past practice, that this study 
should be released to the public generally, but we did time the release 
concurrently with our anticipated appearance before your sub- 
committee in view of your keen and continuing interest in this subject 
matter. 

Senator Humpurey. I merely want¥to respond to your detailed 
statement in this vein, that the Federal Trade Commission is not an 
executive agency. Your responsibility is that of a quasi-judicial or 
quasi-independent regulatory body established by Congress. The 
Senate Small Business Committee made a formal request to the FTC 
for this investigation. At the time the resolution was introduced in 
the Congress, we were also told by the FTC that they had the power 
to do this within existing law. If you will examine the records, you 
will find that when the appropriations for independent offices were 
before the Congress, the chairman of that subcommittee—I believe it 
was Chairman Magnuson—indicated that funds were available and 
adequate for whatever preliminary investigation might be necessary. 
This is just a matter of procedure. Iam not too fussy about this. I 

uess I haven’t been here long enough to feel the full impact of senior- 
ity, although, I have been at it about 11 years. 

I sincerely believe that when such important reports are made they 
should not respond to the wishes and requests of private individuals. 
Remember, the same individuals came right into this room and for- 
mally testified, some of them under oath. I sent staff members out 
into the field and made an investigation on our own. I had assured 
the members of the industry that they would receive a report and 
that they would receive our cooperation. I say, most regretfully, 
that there is no reference made in this report either to the House 
committee or the Senate committee that have interested themselves 
insofar as the public is concerned. This is a separate FTC report on 
your own and it indicates that we ourselves have to conduct our own 
report. Now, the taxpayers are entitled to one show, and not two, 
because the price of admission is too high. We think we ought to 
make it quite clear that this report, done by the FTC as an interim 
report, is the considered economic study of your own able and com- 
petent body, and that fulfills some of the requests of the committees 
of Congress. I say, most respectfully, it seems to me somewhere 
along the line in these reports some reference should have been made 
to that. Senator Proxmire and Senator Schoeppel were equally inter- 
ested. Senators come and go, but this committee will be here for a 
long long time. I haven’t always been chairman of this subcom- 
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mittee. I don’t like the fact that an agency, an independent agency 
that is fulfilling a request of a duly constituted body of the elected 
representatives of the people, ignores the request of the Congress. 
You didn’t ignore it in fact; you ignored it in reference. ; 

Mr. Kintner. Mr. Chairman, I am sure you are aware of the rider 
that is attached, and has been for many years attached to our appro- 
priations, which provides that the resolutions of the Congress for 
economic study shall be joint resolutions, and that there shall be 
appropriations provided for such studies. We, over the years, have 
become accustomed to two types of studies: One, the current resolu- 
tions for which the Congress makes appropriations, studies, therefore, 
that we make within the framework of the congressional joint resolu- 
tions; and, two, the studies that we initiate on our own with our 
relatively limited funds. 

Now, it is also true that the congressional committees urge upon us, 
as you did quite strongly, that we make various studies, but we have 
to rely not only upon the information that comes to us and representa- 
tions made by the congressional committees but upon the representa- 
tions made by the business community and the public generally in 
determining whether such studies are to be made. When they are 
made, we have, typically, in the past released them as studies of the 
Commission, releasing them to the public generally, but, of course, 
advising the congressional committees who are interested of the time 
schedules, and attempting to keep them fully advised of our progress 
in that connection. That was the context of this particular release 
and this particular study. I respectfully say to you, sir, that we in- 
tended no impoliteness toward you or your committeee. 

Senator Humpurey. We are going to get into substance now. We 
don’t need any more of this procedure after this comment. We had 
the same experience in the rubber-tire hearings. I am not one who 
pleads that coincidence is necessarily predetermined, but we had 
hearings in the rubber tire industry and then there was an investiga- 
tion authorized by FTC about 3 days before the hearings started, or 
at least there was some preliminary study going to be made. You 
were going to have public discussion of this particular matter relating 
to the food industry and about 2 or 3 days before the hearings the 
report was released. It doesn’t add up mght. I, personally, don’t 
think that is the way we ought to operate. 

Mr. Kintner. Does the Senator refer to our release of issuance of 
complaints involved 

Senator Humpurey. Yes; that is right. 

Mr. Kintner. Those matters had been in the mill for many months, 
Mr. Chairman. 

Senator Humpurey. I think that is true, and I felt maybe they 
might come out about April instead of just 2 days before the hearings 
started, since they had been in the mill so long. 

Mr. Kintner, I wasn’t on the Commission at that time and, as its 
General Counsel, had nothing to do with the investigation; so, I really 
can’t respond. 

Senator Humpurey. I said it may just have been coincidence, but 
may I say, we have been negotiating with FTC on the rubber tire 
industry for months, and we have been negotiating with FTC on the 
food industry for months, and there has been an exchange of corres- 
pondence and personal inquiries, and all. It isn’t that this is de novo, 
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a recent development. I merely point out, and I don’t want to dwell 
on it any more, I merely point out that somewhere along the line there 
should be some indication from a body established by the Congress 
under an act of Congress, of interest for the congressional committees. 
This committee is made up of elected officers of the Government. 

Mr. KintNer. I tried to make that clear, sir, in my statement. 

Senator HumpHrey. I want to say quite frankly that I have never 
been pleased with the inadequacies of the appropriations for your 
body. I want you to know that. I felt, for example, there were 
certain consumer price studies that ought to be made by FTC, and 
have on occasion been successful in the Senate in getting money in the 
bill, only to have it lost in conference. But for some reason or other—I 
hope the public will note this—whenever you try to get any money 
around here to protect the consumers’ interest, there is always some 
interest to see that it is destroyed, that it is removed. It is a most 
amazing thing. I can recall two times that we have been able to get 
money into the FTC funds for funds of consumer pricing studies, the 
differences between the producer’s price and the ultimate consumer’s 
price, the margins between producer, manufacturer, distributor, and 
retailer, and everytime that we get the funds appropriated—I think at 
one time, a couple of years ago, I got $80,000, if my memory serves 
me correctly. The first time I tried it, 1 got up and somebody hit 
me right between the eyes with a political baseball bat; but I was 
smarter the next time, I ducked. [Laughter.] I caught on the re- 
bound. We got $80,000 in the appropriation. We have been able to 
do that two or three times. But, every time we have been able to do 
it, it gets lost on the other side, because there are forces in this country 
that do not want objective studies made by FTC. 

If this hearing does nothing more than that—I want that on the 
record—we are going to get the money for these studies into this 
appropriation yet. 

There ought to be one made in the oil industry. There has not been 
been one in the petroleum industry since 1937. It is long overdue. 
There needs to be one made on price spreads. It is long overdue. 
This is one that is really needed. 

Now, Mr. Chairman, I want to ask you a few questions relating to 
this report. By the way, I didn’t receive a copy of this myself; I had 
to request it. As chairman of this subcommittee, I requested this 
report——— 

Mr. Bascock. Senator, may I state I think one was sent over to 
Mr. Foley by special messenger. 

Mr. Fouey. After special request. The press had already received 
their copies. 

Mr. Bascock. The press had? 

Senator Humpnrey. That is right. When he heard about it 
through the press, Mr. Foley let me know and I said, “‘Call them up.” 

Mr. Bascock. We gave them to the press. 

Senator Humpnrey. I know, but it was no more important for them 
to receive the information than we, particularly since I have to answer 
grocers every day. I don’t want to argue about who is a prima 
donna about this. We have the report. It is a good, reasonable job, 
so far. We want you to do a better job. 

I want to ask you some questions. For this report, where did you 

et most of your information? Isn’t this information from standard 
industry sources, such as Moody’s Industrials? 
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Mr. Kintner. I[ think Dr. Whitney should respond to that ques- 
tion, Mr. Chairman. 

Dr. Watney. Senator Humphrey, the early tables are from stand- 
ard sources of information, as you just mentioned—Moody’s, and so 
forth. But most of the report is from the questionnaires we have 
sent out to chainstores, the voluntary chainstores, and the coopera- 
tive chains. 

Senator Humpurey. The January 30 questionnaire? 

Dr. WuitNry. Yes. 

Mr. Fotxy. Dr. Whitney, the first 5 of the 10 tables relating to the 
food chains are from standard industry sources; is that correct? 

Dr. Wuitnry. Yes, Mr. Foley. I think that I can explain that 
we had to postpone finalizing the tables until we had the last return in. 

Mr. Fotey. When was the last return due? 

Dr. Wuitney. March 31. Then when they didn’t come in, we 
wrote them and phoned them. They would say things like ‘‘We 
didn’t think it applied to us,” and so on. Finally, we got in the last 
return we were waiting for and we went to have the tables made up, 
and that means that we had only a limited number of tables ready 
in June. 

Mr. Fourey. With respect to the tables relating to food chains, only 
one-half of the tables—which amounts to much less than one-half of 
the total information—came from the questionnaire. 

Dr. Wuitney. That is right. It will be quite different in the final 
report. In this interim report it is that way. 

Senator Humpurey. I believe the letter from Judge Gwynne indi- 
cated, first, that there were real limitations to an interim report, and 
I want to make it quite clear I have no complaints at all about the 
interim report. 

We need to get going. I think the record ought to be made that 
the interim report is inconclusive. It is not prudent to draw con- 
clusive judgments from the limited material that is available in the 
interim report. Would you agree with that, Doctor? 

Dr. WuitNeEy. Yes. 

Mr. Bascocx. I am pleased to hear you say that, too, because we 
accelerated the report to get it ready by the 30th of June. 

Mr. Kintner. We were trying for an end-of-fiscal-year target date, 
and the date you fixed for your hearings, and we had in mind that 
the Commissioners would be going on their vacations, as is customary 
in the summertime; and, actually, the issuance of a report was ap- 
proved by the last date that we had then anticipated that we would 
have all five Commissioners present. I got them together in a special 
meeting after our last oral argument of the summer, and we authorized 
the release of this interim report. 

Senator Humpurey. Just a point of information. What did the 
independent offices appropriation give to you this year? 

Mr. Bascock. In terms of increase, the House, $230,000 increase, 
and the Senate cut it down half. We asked for $460, 000 increase 
and the House cut it in half, and the Senate the other ‘day restored 
$190,000. 

Senator Humpurey. The independent offices? 

Mr. Bascock. It looks like we would get a net increase of $315,000. 
It is in conference. 

Mr. Herm. It is in conference. 
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Ae Humpurey. Is the Senate appropriation higher than the 
ouse? 

Mr. Herm. Yes. It is only $40,000 below the amount requested. 

Senator Humpurey. Will these funds be made available out of 
conference if the Senate figures pretty well approximate it? Will 
you be able to continue on with this ind of study with your staff 
to do the job? 

Mr. Bascockx. We can enlarge upon the operation a bit, sir, 
and continue what we are doing, but not much else, because the money 
has to be used in other areas. 

Senator Humpurey. I think one of the places where this committee 
has been a bit derelict is not making the case for FTC before this Appro- 
priations Committee a little more firm and convincing. I hesitate to 
complain about FTC any time when I know what limitations you 
operate under. I am not saying this to be kind to you, but it is a 
fact. I think the public has to know one of the public interests is 
the Federal Trade Commission, which is established to protect the 
consumer, and protect trade patterns, and free enterprise in this 
country, and the FTC just isn’t given the funds to do the job. I feel 
very badly about it. 

Mr. Chairman, this report does not deal with collusive pricing or 
with unfair methods of competition, as I recall, although the resolu- 
tion which appeared on the second page of the report, the second 
“whereas” of that resolution states that: 

Whereas the Commission has received many complaints that in the evolution of 
food distribution in recent years there have developed tendencies to concentration 
of economic power, to collusive price action and to unfair competitive 
methods * * *, 

The resolve clause relates back to that “‘whereas’’ clause. In the 
further development of this report, are you going to get into collusive 
pricing and unfair methods of competition? 

Mr. Krntner. Mr. Chairman, we are studying these matters, as 
we have in the past, in connection with our day-to-day work in the 
Bureau of Investigation and the Bureau of Litigation. As I pointed 
out in my statement, we have several antimerger cases pending in the 
food industry, and another 35 antimonopoly cases pending in litiga- 
tion, and there are over 60 other investigations pending in connection 
with the food industry. In other words, we are funneling into our 
regular investigative and litigation processes the information that 
comes to us that indicates a possible violation of the law in this 
industry. This study is designed more as purely an economic study 
because of the urgency of the problem in the food industry. Many 
legal problems exist there. We felt those should be handled con- 
currently and separately as a part of our regular investigative work. 

Senator Humpurey. I notice in the second paragraph from the 


bottom of page 2 of your press release of June 29, the following state-. 


ment: 


The interim report will be followed by a more extensive final report which will 
contain an analysis of all data collected, at which time the study will have been 
broadened to include facts on interlocking directorates, chainstore purchasing 
patterns, trends in selected metropolitan areas, and reasons for gains and loss in 
membership by voluntary wholesale groups and retailer-owned cooperatives. 


Would you include chainstore purchasing patterns? Would that be 


sufficiently broad to encompass the collusive pricing? 
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Mr. Kintner. These items mentioned in the press release are by 
no means exclusive. The Commission has not yet determined the 
final form that this study will take. There are many items under 
consideration, including those that you just reaa. I could not say 
what subjects finally will be taken up in this study. The staff people 
may elaborate on this. 

Mr. Bascock. I want to. That will certainly be the next step. 

Senator HumpHrey. What do you mean? 

Mr. Bascock. It is intended to establish the field of concentration 
in the retail area. Second, we expect to look to the impact that it 
has on the producer and the processor of foods. Even now, we know 
it has had a very significant impact in that area. I believe that that 
is the second step—the impact of the concentration on the producer 
and processor. 

Senator Humpurey. For example, the packers and the packing 
plants and others? 

Mr. Bascock. Yes. The people in the apple industry, for example, 
we know, claim they are sort of captive to the chain concentration. 
I can name a dozen others where the same representations have 
been made to us. We are not unaware of those. We can only progress 
step by step with such a small unit as we have. 

Senator Humpurey. I want to say this to you, I am not so con- 
cerned about the pace with which you proceed, even though, as most 
people, I like to get these things done, as you do. What I am con- 
cerned about is the scope of the investigation. I want to be sure that 
these matters that you are now alluding to are included in this. 

Mr. Bascock. Not in this investigation, we won’t. We can’t do 
it in this investigation. 

Senator Humpurey. How are you going to study the economic 
impact in the food business unless you make an economic inquiry 
into the economics of the distribution and retailing factors? 

Mr. Bascocx. Maybe we use different language. This study is 
the first step. 

Senator Humpnurey. This interim study? 

Mr. Bascock. Of the full report. 

Senator Humpnurey. The full report? 

Mr. Bascock. Yes. To establish the degree of concentration, 
and how high it is. 

Senator Humpurey. And the second will be collusive price action? 

Mr. Bascock. That will be the second step. 

Senator Humpurey. What is the reason for this resolution here? 

Mr. Bascock. That resolution includes this consideration, that I 
agree. 

Senator Humpurey. Right at the top of the list it has second 
priority next to the chief on the totem pole. 

Mr. Bascock. That has largely legal considerations as the chair- 
man just mentioned, that have to be considered. We are dealing 
_ that presently. We have to limit what we can do with what we 

ave. 

How many people do I have in this work? I have, altogether, 40: 
13 economists, 5 statisticians, 3 accountants, and 19 clerks. 

Senator Humpurey. That is not bad. 

Mr. Bascock. That is not good either. 


43515—60——_2 
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Senator Humpurey. But it is not too bad. One of the reasons for 
the hearing here about a year ago was on this matter of collusive price 
action. I have forgotten whether it was in Amarillo, Tex., or Santa 
Fe, N. Mex., where there were a series of incidents in communities 
where certain chains were accused—I do not say that they were 
proven—they were accused of certain types of discriminatory retail 
pricing, collusive price action. 

Mr. Bascock. We are using a sharper weapon, including those 35 
complaints and the 68 investigations, we are running at the present 
time, we expect to get quick action. 

Mr. Kintner. The last clause of the resolution, that is true, is 
limited. But as we progress in the study of the food industry, it will 
be necessary for subsequent resolutions to be adopted, so that we may 
elicit the precise information that we want in connection with a par- 
ticular phase of this study. We will go into it very carefully. 

Senator HumpHrey. I| should like to call to your attention a speech 
entitled, ‘‘What is the Federal Trade Commission Doing in the Food 
Industry,’ which was delivered before the National Canners’ Associa- 
tion at Chicago, February 21, 1959, by Mr. Sigurd Anderson, a mem- 
ber of the Federal Trade Commission. Mr. Anderson indicates on 
page 5 of that speech, under the title “Current Food Study,” what is 
going on and mentions the resolution which we have referred to. He 
tells about questionnaires having gone out and to whom they were 
addressed. Then he says on page 7, final paragraph: 

The reason for this economic investigation into the food industry arose from 
the many complaints made to the Commission about concentration of power, 
collusive price action, and illegal competitive acts and practices in the industry. 
Many of those making complaints claimed that bad competitive practices in the 
industry are leading food people into chaos. 

Then he goes on and gives some of the figures. 

Finally, he says: 


As you know, several congressional committees have expressed a deep interest 
in this economic study. 


That is a mild statement, I want to tell you. 


At this stage, any comment on the Federal Trade Commission action in connec- 
tion with this food study would be impossible to make. 

According to our Bureau of Economies, which is in charge of the study, this 
investigation probably will be the most intensive investigation into the food in- 
dustry ever made by the Federal Trade Commission. 


Note that he says, “this investigation.” 


According to staff members, questionnaires are being answered and returned at 
a goodly rate of speed. 


All of the advance publicity about this indicates that again there will 
be some action taken on collusive price action, on discriminatory re- 
tail prices, and discriminatory competitive practices in the industry. 

Here is the exact language: 

The reason for this economic investigation— 


says Sigurd Anderson— 


into the food industry arose from the many complaints made to the Commission 
about the concentration of power. 


That is what you are doing now in this interim study? 
Mr. Bascock. The interim study was the first step. 
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Senator Humpurey. Two, collective price action? 

Mr. Bascock. We will deal with that, of course, in the second stage. 

Senator Humpnrey. How do we get to the second stage? 

Mr. Bascock. There is no magic in repetition, but let me say here 
again, we are using the sharp remedy of our adversary proceeding, 
our casework. We have 100 of them altogether, a little more. A 
hundred cases in which we are not waiting for the economic study. 
Cease-and-desist orders are the remedy that we are attempting to 
apply in these cases. ‘There is where we are using the money other 
than the economic investigation money. It is a huge amount, I 
might say. We are committing a substantial percentage of our total 
resources to that. No one knows any better than we do how vital 
and how much public interest there is. I do not know anybody who 
does not use food and pay for it, too. 

Mr. Krintner. These economic studies are very useful and very 
necessary, but it is the teeth of our casework that really bring the 
results. Quite often, as the Senator knows, the economic study 
results in issuance of complaints thereafter. That was true in the 
antibiotic study. 

Senator Humpurey. Then you get a total picture. 

Mr. Kinrner. But here we have, because of the urgency of the 
situation and the type of information of alleged violations brought 
to our attention, a situation where we could not wait to issue a 
complaint until such time as the economic studies would be completed. 
We felt it imperative that we proceed on a day-to-day basis, conduct 
legal investigations, and issue complaints where appropriate. That 
has been done and will continue to be done in the future. 

Senator Humpurey. I commend you for this, for your very alert- 
ness and your perseverance in the prosecution. You are to be 
commended, but the economic study on collusive price action and 
discriminatory pricing practices, or competitive practices, is absolutely 
essential if the public is to have any idea at all, or if the Government 
itself, the Congress, is to have any idea of what the total picture is 
about. 

Mr. Kintner. This is one important phase, sir, and the others 
will follow. 

Senator Humpurey. As I say, I am not going to argue about the 
time schedule, because I realize the limitation of staff, funds, and so 
on. I merely want to be sure that we are not going to content 
ourselves with some more of these pious platitudes. ‘‘Whereas’’ 
sections of resolutions are just about as worthwhile as fluff in the sky 
unless there is something down in the resolving section. And many 
people “‘whereas” themselves half to death in the hopes that somehow 
this will appease the people who are injured or claiming injury. I 
am not a “whereas” man myself. I like the “resolve” portions of 
the resolution. I want to make sure we understand each other. 

Mr. Bascock. We are taking this from two angles. We are 
trying to do the economic study, and, collaterally, day by day we 
attack what we feel we find in the picture that is illegal. I cannot 
think of anything we can do with our resources other than what 
we are doing now. 

Senator Humpurey. Well, Mr. Babcock, if I understand you 
correctly, what you are saying is that these are going to continue 
where there is evidence to justify this. You are going to complete 
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the report on the economic investigation into concentration in the 
food industry, but you have not said to me yet that you are likewise 
going to engage in a full-scale investigation according to the Anderson 
speech on the collusive pricing. 

Mr. Bascock. That report can be added to. And as we proceed, 
we will eventually have a comprehensive and overall field report. 
I cannot tell you when, because I am only the Executive Director. 

Senator Humpnrey. You say it can be added to. I want to know 
from the Chairman, if it will be added to. It is a very important word. 
Legally, there is a difference between “shall” and “will.’”” What do 
you say, Mr. Chairman? 

Mr. Kintwner. I say, as Chairman of the Commission, that I and 
my four colleagues will give it prayerful consideration. 

Senator Humpurey. Prayerful consideration? 

Mr. Krntwner. I can tell you further that the matter which Mr. 
Babcock indicated as his suggestion for the second phase in the food 
industry, meets with my personal approval. And, if we get unani- 
mous staff recommendation, as Mr. Babcock indicates, I see no reason 
why the Commission should not follow such staff recommendation. 

Senator Humpurey. I think you are reading the resolution here. It 
is a fine resolution. I think the ‘‘whereases’” are terrific. The 
“resolved,”’ apparently, is based on the ‘‘whereases.’”’ And it says: 

Now, therefore, be it resolved that the Commission in the exercise of the powers 
vested in it by sections 6 and 9 of the Federal Trade Commission act— 

And, by the way, this resolution was adopted by the Commission; was 
it not? 

Mr. Bascock. Published in the Federal Register. 

Senator Humpnurey (continuing): 
and, with the aid of any and all powers conferred upon it by law and any and 
all compulsory processes available to it, do forthwith proceed to investigate and 
study the integration and concentration of economic power at the retail level of 
distribution in the food industry, which investigation and study shall include 
consideration not only of the organization, business, conduct, practices and man- 
agement of corporations engaged in commerce and which sell food products at 
the retail level of distribution, but shall also include investigation and study of 
corporations operating as wholesalers, manufacturers, distributors, brokers, or 
otherwise concerned with the distribution of food products in commerce to the 
extent that a consideration of their organization, business, conduct, practices, and 
management is relevant and pertinent to the aforesaid investigation and study. 

I see nothing in that ‘‘resolved”’ that deletes it with reference to the 
“whereas” on collusive price action and on unfair competitive methods. 

Do you see anything in the “resolved” that ‘‘provides that the 
phrase ‘collusive price action and unfair competitive practices’ in 
‘whereas’ No. 2 is not to be included?” 

Mr. Kintner. No, sir; I am afraid not. I should like to explain 
some of the legal reasons behind this by simply stating that when one 
drafts a resolution, one attempts to fabricate a net which will be 
adequate enough to hold any fish that might fall into the net in the 
course of the inquiry. And, when it becomes necessary to fabricate a 
further net, we use the same technique. 

Senator Humpurey. I think you have a net here and a mesh that 
will tighten up to do anything you want it todo. All I am saying is 
that I see no reason to go up the hill twice when you already are at a 
summit. You have already passed the resolution; you have the 
powers to do it. And I do not want a prayerful consideration, be- 





a 


7 


MERGERS AND UNFAIR COMPETITION IN FOOD MARKETING 17 


cause this resolution says nothing about prayer in it. It speaks of 
action. I do not want a homaourtil consideration.” 

Mr. Kintner. Sometimes, Mr. Chairman, we have to trust the 
lawyers. 

Senator Humparey. I will tell you 

Mr. Kinrner. If the lawyers tell me—I am no longer General 
Counsel—but if the General Counsel of the Commission tells me that 
we need a new resolution which will be a little tighter with respect 
to the subject matter then under study, I am sure that the Commis- 
sion is going to pass such a resolution. It is a legal proposition. 

Senator Humpurey. I hope you consult with Mr. Anderson in 
case you have to pass a new resolution. 

Mr. Krntner. It looks like he may have spoken in advance. 

Senator Humpurey. He is very influential. Sigurd Anderson told 
the canners in no uncertain words that the reason for this economic 
investigation arose from the complaint made to the Commission about 
concentration of power, collusive price action, and illegal competitive 
action. That is why the resolution was passed. If the resolution 
was passed on the basis of that, it, apparently, must be conclusive of 
the area of investigation. I think you know that it is. 

Mr. Kintnger. We will try not to make a liar of Commissioner 
Anderson. I am sure that his colleagues will give him that con- 
sideration. 

Senator Humpurey. I want to know very frankly whether you are 
going to investigate unfair competitive methods and collusive price 
action? 

Mr. Bascock. We certainly have and will. We have already in 
many instances, sir. We will make it a part of the report. We have 
to deal with that part of it in an adversary proceeding. It is an im- 
portant part of it, that adversary proceeding—it is what cures those 
things. 

Senator Humpurey. It may cure it. 

Mr. Bascock. I will assure you right now 

Senator Humpurey. There are many books written about how to 
do it. I want to find out whether you are or are not going to make a 
basic study investigation over and beyond the adversary proceedin 
relating to collusive price action and unfair competitive practices? 
That is a simple question, now—getting right town to fish or cut bait. 

Mr. Bascock. I will answer if you can tell me how to separate 
them? 

Senator Humpurey. I do not ask you to separate it. I want you 
to do all of them. 

Mr. Bascock. I cannot try a case in an economic report, sir. I 
have to proceed in an individual case. I can say that they exist, but 
it isn’t right to say that X company is indulging in collusive practices, 
dealing in unlawiul practices in an economic report. You have to 
give them their day in court, sir. 

Senator Humpurey. My friend, when you make a study of economic 
concentration, obviously, it lends itself to consideration of monopolistic 
practices. Or at least, I will say, that does not prevent you from 
making an investigation when you are prosecuting someone for viola- 
tion of the antitrust laws. 

Mr. Bascock. Yes, sir. 
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Senator Humpurey. I realize the work that you are doing in this 
proceeding relating to discriminatory pricing or unfair competitive 
practices that violate the Robinson-Patman or the Federal Trade 
Commission Act or the Clayton Act. 

I am interested, also, in whether or not as you continue these 
adversary proceedings, you are also, going to prepare a report in line 
with this report on the collusive price action? 

Mr. Bascock. Insofar as I can influence it, I will certainly assure 
you that I will get through a report. 

Senator Humpurey. Who do you have to influence? 

Mr. Bascock. The Federal Trade Commission. 

Senator Humpurey. How about you, Mr. Chairman? You are 
the most powerful influence in the Commission. How do you stand 
on this? 

Mr. Kintner. I should say that we will detail all of the practices 
that we probably can, having in mind that if they are adversary 
proceedings, we will be very careful not to prejudge. 

Senator Humpurey. I recognize that. 

Mr. Kintner. It is a problem of which we are very conscious. 
We are conscious, when we make these public statements, of our 
capacity. And we must be like Caesar’s wife, be above reproach. 

Senator Humpurey. What if the Congress of the United States 
so pass a resolution? What about your adversary proceeding 
then? 

Mr. Kintner. We would probably leave out of such a report the 
details of law violations that we thought we had detected and con- 
currently, with the issuance of the report, issue complaints which would 
challenge those practices and merely refer in summary fashion to the 
practices. That is all we can do. 

Senator Humpnrey. I think that is a reasonable pattern that you 
might follow without a resolution from Congress. 

Mr. Barcocx. May I say this. Recently, in the last economic 
investigation we made, in the antibiotic field, we made a report on it 
which was submitted to Congress. Out of that grew facts which, as 
the result of the collateral legal investigation, we have initiated 
proceedings intended to do away with the alleged restraints in trade. 

Out of that economic investigation grew the legal case. 

Senator Humpurey. The food industry is not sacrosanct. 

Mr. Kintner. The food industry inquiry 

Senator Humpurey. I think you did a good job on the antibiotics. 

Mr. Kintner. That assurance I can give you, sir. I think that 
our misunderstanding here is a matter of semantics. 

Senator Humpurey. Good, I hope that is all there is. I have been 
around long enough to find out this word ‘‘semantic”’ seems to be an 
interesting one in that it has legal meaning. 

Mr. Kintner. Yes. 

Senator Humpurey. If you ask me, ‘Senator, are you going to 
introduce a resolution relating to the food industry?” and I have been 
discussing it, I will give you a “‘yes” or “no” answer. Since you have 
initiated the study—and you are to be commended for it—you have 
already adopted the resolution which proves the very items that I am 
talking about. I merely want to know whether you are going halfway 
up the hill, a third of the way up the hill, or all the way up the hill? 
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Mr. KintNeEr. Our intention is to go entirely to the top of the hill. 
But we want to do it in our own way. 

Senator Humpnrey. I wish you had stopped, and not put that 
“but” in. Of course, we want you to do it in your own way. I am 
just trying to press home the point. I might as well forewarn you 
that we have had a long enough discussion of this matter over the 
months now, even years, in this committee, to feel that we have good 
reason to insist upon action on the part of the Federal Trade Commis- 
sion. I will not chastise you about your adversary proceedings, even 
though we may say we have had quite a discussion about some of the 
consent decrees that were entered into under the information that was 
to be made available under some of those actions, but I want your 
cooperation. I speak for the committee. The committee is unani- 
mous in this. 

Mr. Kintner. We are anxious to cooperate with you if we can do it 
in an honorable and honest way, consistent with our responsibilities 
to the public. 

Senator Humpurey. How many members are there on your Com- 
mission? 

Mr. Kintner. Five. 

Senator Humpnurey. Sigurd Anderson is on the line already with 
this. How do you feel? Are you willing to declare yours? 

Mr. Kintner. I am willing to declare myself to the extent that I 
will support a continuing study in this area. 

Senator Humpurey. In collusive price action as well as competitive 
unfair practices? 

Mr. Kintner. Either as part of the economic study or in connection 
with our casework. And, if we find that it is inadvisable to bring 
in these economic reports, issues of law violations, and deem it more 
advisable to put those in the channels of casework, I would recom- 
mend to the Commission that they adopt that approach. 

Senator Humpurey. I am surely not adverse to having prosecution 
where there are sufficient facts to indicate a violation of law. That is 
exactly what it is there for. But I, also, feel that there are times when 
the testimony from the Commission representatives has revealed 
there are times when the investigations by the Federal Trade Com- 
mission have led to further prosecutions that were in the public inter- 
est—and I am asking not to prejudice your adversary proceeding. 
We know that you have rules under which you must operate in the 
courts, and I would not want you to do anything to prejudice your 
adversary proceedings one way or another. But, I do think that the 
investigation is required. We have asked for it. We are a duly 
constituted committee of Congress. The Federal Trade Commission 
was set up by an act of Congress. You have indicated your willingness 
to do this by resolution. I respectfully suggest that you should give us 
an assurance that it will be done insofar as it does not prejudice the 
effective prosecution of your adversary proceedings relating to these 
cases. 

Mr. Krntwer. So long as we are left free, as we must be, to de- 
termine how we shall determine these matters. We committed a 
ya portion of our appropriation to work in the food industry. And 

am sure that we will continue to commit a substantial portion of our 
money. And we will do it, commit this money and use it as we have 
in the past most effectively. 
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Senator Humpurey. I like to work on the basis of trust. If you 
tell me that you are going to do it, I know you will do it. I will just 
wait for the results. And I want to cooperate with you and your 
fine staff. You have a fine record of public service. 

Mr. Kintner. I know of nothing to do except what I think is 
correct. 

Senator Humpurey. I am sure that you will do that. I have one 
other general question here just as a matter of information for the 
record. The interim report indicates that the Commission has not 
actually gone into all of the basic factors with regard to mergers— 
for instance, geographical areas where mergers are taking place. 

Mr. Kintner. Dr. Whitney can respond to that, or Dr. Adams. 

Senator Humpurey. Do you get my point? 

Mr. Kintner. Our problem really is that of selectivity at this 
point. There are some pressing subjects in this industry for study, 
and we really have a serious problem at the Commission level of selec- 
tivity of several pressing problems——— 

Senator Humpurey. I am aware of that. 

Mr. KintNner (continuing). With respect to the economic inquiry 
and with respect to our legal procedures. 

Mr. Apams. The material covered in table 6(a) gives our statement 
in the interim report on acquisitions, and that lists the 10 leading 
acquiring chains—and the number of stores acquired. 

Table 6 is simply a list of the numbers by years. 

And these are the only two that we were able to get into the report. 

It is possible to follow these up with some distribution of size, age 
of the acquiring chain, geographic distribution, and the actual methods 
as to whether or not this was by buying stock or by cash or purchase 
of assets and so on. The percentage of sales of original acquired 
stores, over the period of time, and geographic dispersal by counties. 
These will give us a brief additional tabular analysis. 

Senator Humpurey. What table are you referring to? 

Mr. Apams. Table 6. 

Senator Humpurey. National sales figures are misleading because 
mergers are taking place, apparently, in the main in the metropolitan 
areas. Also, I note that, when it came to the wholesale grocers and 
voluntary group retailers, you did break it down by geographical 
divisions. 

Mr. Apams. Yes, sir. The data on the chains were so voluminous 
that we thought it would be well to break the ice with national tables 
to show the relationship between the chains in size to each other and 
to the national sales picture as shown in the data and other regular 
sources of revenue. 

Senator Humpnrey. Can you break that down to the geographical 
areas? 

Mr. Apams. It will be possible to do that. 

Senator Humpurey. When I noticed in the report that the geo- 
graphic division was made in the voluntary group, wholesale firms and 
retailer-owned cooperatives, it seemed to me that it might not be a 
bad idea to utilize the same pattern in the final report, at least, or in 
the next report on the chain operators. 

Mr. Apams. Yes, sir; it will be possible to do that. 
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Mr. Bascock. The two cases that we brought on mergers in this 
field are predicated upon geographical domination. We expect to 
pare our case, in the geographical area where the acquisition was 
made. 

Senator Humpurey. Yes. 

Mr. Bascock. And did lessen competition. 

Senator Humpurey. These are cases in course of proceeding; is 
that correct? 

Mr. Bascock. Yes. 

Senator Humpurey. Therefore, it will be more important that the 
enaaiive staff ought to relate it not only nationally but geographi- 
cally. 

Mr. Bascock. I agree with you, and I am sure that Dr. Whitney will 
want to go into that further. 

Mr. Foury. Dr. Whitney, is it a fact that the mergers are taking 
place in the metropolitan areas only? 

- Wauirtney. | am not prepared to say that. They are empha- 
sized. 

Mr. Fotry. The most significant mergers are taking place there? 

Mr. Wuitney. That is true. 

Mr. Fouey. But your figures include national sales figures, rural 
areas, the small towns; is that correct? 

Mr. Wuitney. Yes; we will have the data broken down by counties 
and metropolitan areas. That will be part of that picture. 

Mr. Kintner. There are detailed plans for the completion of this 
particular phase of the economic study of the industry. I do not 
think it wise to put on the record just what our plans are. I do not 
think it is wise 

Senator Humpurey. I think you have good reason for that. 

Mr. KintNner (continuing). With respect to the future activities, 
both of the Bureau of Economics and the Bureaus of Investigation and 
Litigation. 

Senator Humpurey. One other suggestion I would like to make is 
that it might be well to indicate the size of the acquiring firm in the 
merger operations, with information concerning the annual sales vol- 
ume of the acquiring firm or the number of stores already owned by 
the acquiring firm. This again details the profile of what is happening 
in this industry. I gather that that should be done as you complete 
the accumulation of the data and the analysis. 

Mr. Wuitnry. That can be done from our data. We wil! nave it. 

Senator Humpnrey. Would you consider that worthwhile? 

Mr. Wuitnny. Yes. Very good. 

Senator Humpnrey. And methods by which acquisitions are made. 
This you referred to earlier. 

Mr. Apams. Yes. 

Senator Humpurey. Sometimes outright purchase and exchange of 
stock, and so forth. 

Somewhere in this economic study I think it would be well to indi- 
cate the significance of the tax system, the relevancy of our tax system 
to this merger pattern. Some of my business friends have been look- 
ing for a firm that is losing money that they can merge with because 
business profits were mighty good last year, and they need one with 
a good loss to reduce the tax. This is current tax law. I, personally, 
have a layman’s opinion. Sometimes, I think we are working against 
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each other. Here is the Federal Trade Commission attempting to 
fulfil) its obligations under the Federa] Trade Commission Act and 
the Robinson-Patman and Clayton Acts, and on the other hand, the 
Congress demands that you do these things, passes a law that says, 
“We will give an economic incentive to certain types of mergers,” 
I do not say all types of mergers. 

Mr. KintnErR. We pointed that fact out rather extensively in our 
merger report, in our economic study. 

Senator Humpnrey. That is right. I wish again that somewhere 
in the economic study some reference might be made to that general 
observation; and, if there are instances or actual developments in the 
food industry that prove the validity of that general observation, I 
think it would be well to say so. 

Mr. Kintner. It might be helpful if I could go this far in the record, 
indicating in one instance the extent of our thinking and planning, 
which we expect to further outline in this study. For example, take 
table 6, the merger table, could be broken down under five additional 
headings as follows: 

‘ First, by percent of acquired stores in operation as of a definite 
ate. 

Second, by 1958 size groups. 

Third, by geographic dispersals by counties. 

Fourth, by method of acquisition. 

And fifth, by percent of sales originating in acquired stores, say, in 
1958. 

That would produce five additional tables that would be helpful. 
And I give this as one example of our somewhat careful thinking with 
respect to the future course of this economic inquiry. 

Senator Humpurey. Very fine. 

_ Mr. Kintwer. Please do not ask us to insert other details at this 
time. 

Senator Humpurey. The matter of the rapidity of mergers, too, 
seems to be significant. For example, there are indications, I think, 
from our own merger reports that these mergers come not gradually, 
but almost like bursts. There is a rapid change. Then there will be 
a slowdown. And again, another sudden burst of mergers. 

I think that it would be important, insofar as the food industry is 
concerned, to see whether or not that pattern continues. 

Mr. Bascock. The answer is in the table. 

Mr. Fotey. Isn’t it a fact that the sales volume of the chains in 
table 2(a) indicate that the chains with 11 or more stores accounted 
for in 1958 something like $18 million of sales, whereas the voluntary 

oups and the cooperative groups amounted to only $5 million in 
ood sales. Yet, the other groups accounted for more of your report 
aa than the food chains, although less than one-third of the total 
sales? 

Mr. Wuitney. Those sales you just gave of the voluntary and the 
cooperative are wholesale. 

Senator Humpurey. Mr. Foley has a few questions and then we 
are going to let you go on your way. 

r. Fotry. Dr. Whitney, if you will look at table 6(a), you will 
notice that the ACF Wrigley Co. is left out of that table, which osten- 
sibly relates to the foodstore acquisitions by 10 large food chains, 
1949-58. If we relate that further to table 2, we find that ACF 
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Wrigley is larger than Lucky Stores. Lucky Stores, Inc., is included 
in 6(a) in the 10 large food chains. But in table 2, Lucky Stores is 
way down the list. 

rger than Lucky, in addition to ACF Wrigley, is Loblaw, Red 
Owl Stores, Thrifty Mart, Stop & Shop, Penn Fruit, and Bohack. 
How do you explain that? 

Mr. Apams. The man who does the work on these particular chains 
is on leave now, but I have talked this over with him. 

Mr. Foutry. What is his name? 

Mr. Apams. That is Mr. Carl M. Skonberg. He found that some of 
the mergers in the ACF Wrigley situation were of a group type and 
corporate relationships in them were such as to make them not compar- 
able with these other mergers. 

Further, of course, you will notice from reference to table 4, that 
we do not have data for Wrigley for the first 6 years, at all. He, 
therefore, thought that table 6(a) stood on its own feet, from the 
standpoint of internal comparability, better without Wrigley at that 
time. 

Mr. Fotry. I would like to say that, in the booklet entitled “The 
Merger Movement in Retail Food Distribution,” published by the 
National Association of Retail Grocers, with which I am sure the 
Commission is familiar 

Mr. Apams. Certainly. 

Mr. Foxery (continuing). Is an outstanding piece of work. On 
page 8, in the last paragraph of that page, it points out in terms of 
retail sales volume acquired by food chains through merger and 
acquisition of foodstores in this country, chart 3 shows ACF Wrigley 
at the top—around $270 million annual sales volume absorbed. That 
chain was first organized in December 1955, and now claims the 
largest share of foodstore sales in Detroit. Then the chart continues 
with more information regarding ACF Wrigley. Wrigley now 
operates some 190 stores in 5 States, 158 of which it acquired through 
the absorption of 7 local multiunit operators. 

Mr. Apams. We have read the report. I know Mr. Skonberg had 
this report before him when he was working on the table. I can add 
nothing to what I have said. He did not feel statistical comparability 
existed, and left it out for that reason. 

Senator HumpHrey. This again reveals some of the inadequacy of 
some of these interim tables. I think Mr. Foley does make a point 
here that if you are going to list what you call 10 large food chains 
on table 6(a); then over here on table 2 you find that the ACF Wrigley 
is 12th in the listing; and that there are several stores that are below 
ACF Wrigley that are referred to in chart 6(a)—it does not make a 
complete picture. 

Mr. Kinrner. We realized before the interim report was issued 
such a report would not necessarily be complete, but we thought the 
overriding public interest, in view of the tremendous interest. from 
all sources, was in favor of issuing such a report, even though it would 
not possess that feature. 

Mr. Fotry. It goes without saying, I am sure, that there is no 
——_* to Wrigley or any particular ax to grind regarding Lucky 

tores? 

Mr. Kintnur. I can certainly give you that assurance. I know 
only one thing, that is to go right down through the middle and let 
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the chips fall where they may. And I am firmly resolved to follow 
that course as long as I am an employee of the Federal Government. 

Senator Humpurey. I do not want in any way for anyone to think 
we infer there was any special consideration or any special privilege 
or any special treatment. I do not feel that you would do that for a 
minute. And I just want to emphasize the details we would like to 
see in the report without impugning your motives or integrity at all, 
because I have no desire to do that, except that you do a good job if 
you just go at it. I am trying to get you at it. 

Mr. Kintner. We want this to be of the same high standard as our 
previous reports. And we are resolved that it will be. 

Mr. Founy. My question was asked with that in mind. Matters 
which I felt might be helpful in analyzing and considering the total 
problem of economic concentration have come to my attention. 

Dr. Whitney, would you consider significant the various services 
that food chains offer retail stores? Ekiete in mind, for instance, 
placing an employee of the food supplier in a chainstore, to make cer- 
tain that they get shelf space. They are working for the chain at the 
retail level—not for the independent—but are being paid by the food 
supplier. That is going on; isn’t it? 

Ir. Bascocx. May I answer that? We have at least two cases 
in which we are presently investigating that practice as being in viola- 
tion of the Robinson-Patman Act—supplying facilities not available 
to all customers. It has come to our attention recently in the South. 

Mr. Fotey. I believe there is one where there are 200 employees. 

Mr. Bascocx. I think we are right on top of it right now. 

Mr. Fouey. I just wondered if that would be helpful to have, a 
combination of material relating to that, the number of such em- 
ployees provided by food suppliers to the chainstores. 

Mr. Bascock. It is a proper part of the report. It can be drafted 
from some of the investigation we are doing in the case. 

I still want to make the point again: The effective remedy in this 
is being applied now, if there is a remedy. Now, we are trying to 
scotch it if it is unlawful. 

Mr. Fouezy. I believe your Commission, at times, has investigated 
cases where payments have been made to operators of retail food 
stores for obtaining food distribution? 

Mr. Bascock. We have. We are trying to establish a frontier in 
that sort of thing as an unlawful practice. 

Mr. Fotzy. At times, employees of a food supplier are placed in a 
retail store of the chain outlet, temporarily, just during special 
featured events. 

Mr. Bascock. That is partly what we are talking about. When 
they open a new store, employees from 20 suppliers, 30 suppliers, help 
to open the new store and leave them there a week. 

Mr. Fotxy. Some are there permanently. 

Mr. Bascock. And they do anything. They do the janitor work 
if they have to do it. 

‘ a Humpsrey. You are not opposed to it if they do it regularly 
or all? 

Mr. Bascocx. We could not do it if it was available to everyone. 
But they do not do it. 

Senator Humpurey. I can see where a processor or distributor would 
like the opportunity to have a kind of representation, I mean trained 
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sales person in the store. And if I were running the store, I would 
like it, too, particularly, if you are initiating a new brand or a new 
package—some new item. owever, I would like to be sure that the 
other fellow down the street was going to be able to get it, too. That 
is the point. So that it is not discriminatory. It is not illegal unless 
it is discriminatory; isn’t that right? 

Mr. Bascocx. Yes. The supplier wants somebody in there to 
merchandise the product that he is selling. Under this system, he 
services the whole store. He does everything from janitor work up 
and down the line. That is the difficulty. 

Mr. Kintner. I must remain silent during all of this colloquy. If 
these practices are illegal, they will be detected under the adjudicatory 

rocess. 
; Mr. Foury. Several months ago, relating to our shopping center 
hearings, it was indicated that the independent food merchant was 
having difficulty getting into shopping centers. I just wondered if 
the Commission would consider it a significant fact to include in its 
final report the number of independent food operators in shopping 
centers as compared to chainstores? 

Senator Humpurey. This is a very serious matter on this shopping 
center. The information that we received, may I say, indicated al- 
most a prohibition against an independent getting into many of the 
shopping centers, not by prohibition by law, but by economic facts. 
The big insurance companies demand the established big national 
chain outlets with long-term rents. This is why these questions come 
up about the shopping centers. It will be interesting to take what we 
would call a representative sampling of the shopping centers, for ex- 
ample, several in the East and in the South and Midwest, Pacific 
Northwest and Southwest—an area distribution sampling to see what 
the percentage of independent food stores is compared to the chains. 
It may be too much a burden to go over all of it. I think it would 
give us a little picture again of what is happening. This shopping 
center development is changing the whole retail pattern. 

Mr. Fouey. As you just stated, most of the chains are in shopping 
centers. The new openings, new retail outlets are in shopping centers. 
So, if nothing is going to be done about that, there will be a greater 
concentration. 

On another subject, Dr. Whitney, the Department of Commerce 
last year said that the chains of 11 or more accounted for 42 percent 
of sales, whereas your tables indicate only 36 percent? 

Mr. Wuitney. I am not sure; I presume that was percent of grocery 
sales, whereas food stores 

Mr. Foutgey. That is precisely the point. You have included in 
pour report delicatessens, dairy bars, the distribution and sale of food 

y all outlets. Is that correct? 

Mr. Wuitney. Yes. That is table 3. We have it broken down by 
chain grocery stores, grocery stores, and food stores. But the very 
opening remark on page 1 of the text you are referring to refers only 
to the most recent confirmed figures for ratio of chainstores to food 
store sales. 

Mr. Fouey. The food chain operating 11 or more accounted for 
36 percent of the total sales, whereas the Department of Commerce 
indicates for last year that these chains accounted for 42 percent 

Mr. Wurirney. I am surprised. 
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Mr. Fotsy (continuing). Grocery store sales. 

Mr. Wuirney. All food sales. 

Mr. Fotry. Because you are talking here about delicatessens and 
dairy bars. 

Mr. Wuitney. All food, that is right. 

‘ ae Fo.tey. There isn’t much merger going on in the delicatessen 
eld? 

Mr. Wuitney. This is actually only an opening remark to give a 
figure from a base period 1957. We are making nothing out of that, 
actually. A complete report on that should give and will give in the 
re report a complete story of all possible comparisons, with all of the 

gures. 

Mr. Fo.trey. Wouldn’t it be better to break this down, also, into 
sales by stores in terms of annual sales volume—those that sell more 
than $500,000, and those that sell more than $300,000, thereby elimi- 
nating those who aren’t really concentrating on the regular grocery 
sales—eliminating those? 

Mr. Wuirney. We plan to have all of those breakdowns in the final 
report. 

Mr. Apams. We do have that in one table; that is, by size of sales. 

Mr. Fouery. Once again, you are including the delicatessen and the 
dairy bar, in which there isn’t any appreciable concentration going on. 
You are relating that to your study, whereas the concentration is 
going on in stores that are primarily engaged in the sale of groceries 
and meats and dairy products in the same store. 

Mr. Wuirtney. The little stores are suffering to some extent from 
the pressure of competition. 

Senator Humpurey. The competition of it? 

Mr. Wuitney. To some extent, they are. You are right. We 
should not have them there as dominating a picture. 

Senator Humpurey. I do not think they should be excluded, 
however. I think they might be set aside or segregated for purposes 
of discussion and for observation, but I think your figure of 36.4 
percent, while it may be somewhat misleading in terms of the eco- 
nomic point, it does relate to total food purchases. I think that both 
are needed. Let me put it this way: I do not think we want any 
kind of doctored up investigation, no matter what the figure. I do 
not want this committee to start out with preconceived notions as to 
what the results may be, even though you may have a fairly good 
idea in your own mind from casual observation. I think we ought 
to let the facts speak for themselves. 

I think your point is well taken that the delicatessen and milk bars 
are related to the pattern if for no other reason than the pressure 
upon them from the larger outlet. We ought to have the figures 
along the lines of the Department of Commerce report on the one 
hand, which may need to be updated, and the total food figures, 
because people buying food from the delicatessen are buying food, 
and it is part of the retail process, part of the retail purchases. 

Mr. Fo.iry. Chairman Kintner, you indicated in your statement 
that there are eight large merger cases. In how many of those 
cases have complaints been issued? 

Mr. Kintner. All of them. 

Mr. Fotry. When were these originated? 

Mr. Kintner. And others in the mill that have not reached the 
complaint stage. 
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Mr. Fotny. When were the complaints issued against these? 

Mr. KintNER. We will have to supply that for the record. 

Mr. Founy. Was it within the last 6 months, all of them? 

Mr. KInTNER. Various times. These are in many instances highly 
involved proceedings. 

Mr. Herm. Two within the last 6 months. The others previous to 
that. 

Mr. KintNER. We will supply the dates of issuance for the record. 

(The information requested was subsequently received and follows:) 


Respondent Date of complaint 
Piisteary ORAS os sitet ican di dou bilsenl ass de lesok June 16, 1952. 
I as wane «4 en daeenngle athe dabendinamnbnedae June 30, 1954. 
i eB Jan. 17, 1956. 
EN tin nig nth Soy chide dn Sonia qemewsiuwaebe Stet Oct. 16, 1956. 
reer (O23 Jo. doe ce ease oa a eK Do. 
Meesmeeeuys ooo bGUs.2Ud el da oe Ua cial, Se eR La Do. 
COIR, BORD 665s oie gla nensdonsemtnenaacneer Dec. 18, 1957. 
i Ea NR cB cook seeaitin esse insite alatn abies Ee een ial Mar. 26, 1959. 
CN cikn el i tinns diay XS dette ag meee x 5 en eal eid rane ie gmt alee Apr. 1, 1959. 


Senator Humpnrey. What is your thought on that, Mr. Foley? 

Mr. Fotrey. When was the complaint against National Dairy? 

Mr. Kintner. In April, the last 3 or 4 months. 

Mr. Fo.try. When was National Tea’s answer filed? Are they 
going to fight this? Are they opposing the complaint? 

Mr. Kintner. Mr. Babcock advises me they are opposing it. 

Mr. Fotrey. When did they file their answer? 

Mr. Kintwner. I cannot answer that. 

Mr. Foury. Have they filed an answer? 

Mr. Bascock. Sure, they have. 

Mr. Herm. Either an answer or motion to extend the time to file 
the answer would be due now. 

Senator HumpHrey. The motion is due? 

Mr. Herm. In a case like this, it is rather customary. They are 
voluminous—preparing answers is really a big job. 

Senator Humpurey. Could you give us any idea whether they have 
filed an answer or motion? 

Mr. Herm. I am sure they would have had to do one or the other, 
or be in default. 

Senator Humpurey. I am sure, too. 

Mr. Herm. We can find out and advise you. 

Mr. Kintner. We will supply the information. 

(The information requested was subsequently received and follows:) 

The National Tea Co. filed its answer on June 26, 1959. 

The Kroger Co. filed a motion for an extension of time to answer on June 12, 
1959, and on June 19, 1959, the hearing examiner issued an order extending the 
time to answer to November 30, 1959. 

Senator Humpurey. What is the general length of time that you 
grant for one of these replies? 

Mr. Herm. It is very difficult to generalize. It is within the con- 
trol of the hearing examiner under the Administrative procedure 
Act who is an independent man who acts when respondent’s counsel 
comes in and makes the showing as to the difficulty of answering the 
particular complaint. 


Senator Humpurey. It depends upon the particular case? 
Mr. Herm. Yes. 
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Senator Humpurey. So that, at least, they are not. uniform? 

Mr. Herm. The: hearing examiner, by the Administrative Pro- 
cedures Act, is a person independent of the agency, and it is within 
his discretion. 

Mr. Kintner. If he abuses the discretion, counsel may appeal to 
the Commission. I would assume there is very little abuse of dis- 
cretion in this area with us. We seldom get an appeal. 

Mr. Fotey. I think it ought to be brought out here, Senator, that 
the major meatpacking companies of the country have petitioned the 
district court in Chicago for permission to enter the retail field. 
While the Federal Trade Commission is not engaged in this adversary 
proceeding, I think it ought to be brought out, because, if the major 
meatpackers enter the retail field, it is going to distort these figures 
that we already have in greater degree. Isn’t that correct? 

Mr. Bascock. There is a lot of speculation on that. All of the 
independents and chainstores themselves are integrating into the meat 
business. The packers claim they are now handcuffed. 

Senator Humpurey. I had a meeting with the packers years ago 
and told them that would happen to them. They were going around 
here putting up these brand packages, you know, for the big chains, 
and then got a chain operator to buy the package. Then the chain 
bought a packinghouse that had already established its name brand 
with somebody a putting the product up for him. I do not know 
which of the big ones were doing it. They established a mighty good 
crispy bacon label, and then found their own little package of crispy 
bacon coming out of their packingplant, and Mr. Packer worked 
himself right out of some good business and profit. All of these 
people cannot wait for the day to get those big accounts. When they 

et the big accounts they count themselves right out of business. 
metimes I wonder who is smart. 

Mr. Bascock. The tail wags the dog. 

Senator Humpurey. I believe that a is hungry. 

Mr. Fotery. Relating to table 6, Dr. Whitney, we have a column 
there entitled ‘‘Number of stores,’”’ then a subcolumn “Closed” and 
then ‘“‘Replaced”’ and ‘‘Not replaced.’’” What do you mean by the 
term ‘“‘Replaced’’? 

Mr. Wuitney. We asked them something like, ‘“Have you closed 
any of these stores? If you closed them, did you replace them in 
your same marketing area by a new store’? That was the intention. 

Mr. Fotry. You will recall in the questionnaire, Dr. Whitney, 
that the question regarding replacement read, “Were they, in your 
opinion, replaced?” 

Mr. Wuitney. Yes. 

Mr. Foutry. But there is no standard criteria by which the term 
“replaced”’ is judged? 

Mr. Wuitney. That is right. We discussed at the Bureau of the 
Budget meeting whether it is possible to set up a criteria for replace- 
ment, and it was felt that we could not. And that the results would 
not really be valid in the sense that we knew whether or not they 
were replaced by another store. It would be some indication whether 
the companies thought or said they were replacing the store. 

Mr. Fotey. Is it the contention that they will be replaced within 
a block or 1 mile, or 2 miles? Or, what generally do you have in 
mind by the question? 
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Mr. Wuitney. We were not retail experts enough to know and 
the Budget people were not, and the conclusion was we would have 
to leave it to them. We would explain this is merely what the 
companies thought. 

Mr. Fotry. That is not indicated in your table? 

Mr. Wuitney. No, that is not; right. In the interim report, I 
am afraid, there are a number of holes where the complete story is 
lacking, due to haste, and so on. 

Senator Humpnrey. You could give a description of it for the 
record? 

Mr. Wuitney. Yes, we can do that. 

(The information requested was subsequently received and follows:) 

A footnote will be added to chains, table 6, which will be along these lines, 
“The questionnaire sent to the chainstores requested respondents to furnish the 
number of stores closed but, in your opinion, replaced in their market areas by 
newly built or acquired stores.”’ 

Mr. Fotry. Table 6, also, Dr. Whitney, does not indicate that 
the vast majority of the acquisitions of the new stores was actually 
made by four or five chains, does it? 

Mr. Wuitney. No. 

Mr. Fotery. It is true that the vast majority of acquisitions have 
been made by them? 

Mr. WuitneEy. On the next page, of course, we have National Tea 
and Winn Dixie; they would come in on that basis, and Kroger would 
be the fourth, I guess. 

Mr. Fotry. It might be well to include—to get a kind of one-shot 
picture of it—the fact that the bulk of the sales or the bulk of the 
acquisitions were made by the few. 

Mr. Wuitney. That is a good point. 

Mr. Fouey. And finally, would it be helpful to indicate in your 
column, ‘‘Sold,’’ to whom stores were sold; whether they were to in- 
dependents or to other chains? 

Mr. Wuitney. It would be interesting. I do not know whether 
we collected that information. 

Mr. Apams. That is the kind of thing which may be eliminated 
when you are dealing with the Bureau of the Budget to get approval of 
the questions. We encountered that kind of a problem with some of 
the other questions. You will notice some of these were for 1953 and 
1954. 

. ae Humpurey. You have to pass this with the Bureau of the 
udget? 

Mr. Apams. Under the Federal Reports Act, we refer them to the 
Bureau. 

Mr. Wurirney. Each question. 

Mr. Apams. They call in an industry advisory committee, which 
gives the industry comment. 

Mr. Kintner. We find typically they can be very helpful to us in 
making suggestion. They make our reports meaningful. They do 
have experts and know who are cognizant of these problems across 
the Government. It is very useful advice for us. 

Senator Humpurey. I suppose it is, and it gives a pattern of some 
degree of uniformity and relativity. 

r. Kintner. Where we have insisted on something, we typically 
get away with it. 
43515—60-——8 
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Senator Humpurey. You can? 

Mr. Kintnur. They are inclined to leave the final judgment to us 
where it is a, matter of strong difference of opinion. 

Mr. Herm. They know pretty well what records these people have 
to make our questions make sense. In other words, we are inclined 
to ask whatever help we can possibly get. 

Senator Humpurey. In other words, you receive some advice and 
counsel from the trade. 

Mr. Herm. Yes; Mr. Bison was there and representatives of the 
other groups. Some of the questions we should not have asked, 
The groups say, ‘‘We just do not keep that type of information in our 
business.”’ 

Senator Humpurey. I think it would be a good thing to have a talk 
with the Bureau of the Budget. 

Mr. Kintner. We get it from both this end of the avenue and from 
the other end. And we have to maintain our status as an independent 
regulatory body and use the best advice we can. 

Senator Humpurey. However, I have great respect for their com- 
petence in the Bureau of the Budget, and for their power, too. 

Mr. Apams. In response to your question, I think it would be a 
good addition. The only question I raised was for how many years 
back it would be possible to get it, to whom sold, and so forth. 

Senator Humpurey. | think it would be helpful if you went back 
5 years. 

Mr. Fouey. That is when the real merger activities started. 

Senator Humpurey. If you started with the Internal Revenue Act 
of 1954—what I call the Merger Expediting Act—and moved from 
there, you would get some pretty good information. 

Mr. Fotey. I just wanted to point out, also, that the first paragraph 
of your new release starts this way: 

Sales by food store chains of 11 or more stores increased by 118 percent from 
1948 to 1958, compared with a gain of 72 percent for all retail food stores. 

Included in the figure of 72 percent were the stores that amounted 
to 118 percent of the increase. 

Mr. Wuitney. That is right. 

Mr. Fotey. Where is the comparison made of the sales by food 
stores of less than 11 stores? 

Mr. Wuartneny. Do you mean the sales of all stores that are not food 
chains of more than 11? 

Mr. Fouey. That is right. 

Mr. Wuirnery. You can figure it out arithmetically from this, I 
would think. We have it in the report. From 1948 to 1958, we have 
total food store sales. Total food store sales increased from $29 billion 
to $50 billion, with the chains increasing as given there, $8% to $18% 
billion. Other stores increased from $20.7 billion to $31.7 billion, 
which is a trifle over 50 percent. 

Mr. Fotzy. You have actually 58 percent in tables 2 and 2(a). 
I am just wondering why that figure was not used, which is really 
more helpful, considering the degree of economic concentration. 

Mr, Wurtney. That would highlight it. We are merely giving the 
increase in chainstore sales and the increase in the grand total. 

Senator Humpurey. You see, that is a little suspect, I say most 
respectfully. The chainstore represents economic concentration, 
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good or bad. The 118 percent for the food store chains of 11 or more 
stores is a rather sizable increase. 

Mr. Wuitney. Yes. 

Senator Humpurey. And, compared with the gain of stores other 
than those 11 or more, that is 58 percent. So, when you blend it in, 
you get the price with the blended figure of 72. 

Mr. WuitNney. The difference between 72 and 58. We thought 
the 118 and 72 were the figures. Had we said 118 and 58, it would 
have been helpful 

Senator HumpHrey. It would have shown it accurately, because, 
you see, the 118 percent represents chainstore growth. The 72 per- 
cent represents chainstore growth and independents, or less than chain 
growth. If you wanted to get the independent store, you would have 
to get the other figure of 58. 

Mr. Wuirney. Yes, that is right. 

Senator Humpurey. I think we have to keep in mind here that the 
figures must tell the story, the factual, honest story, relating to eco- 
nomic developments and economic concentration, and how those 
figures come out. That is it. And we should not try to blend them. 
No hybrids, you know. This 72 figure is not a reproductive one. 
That isahybrid. You are not going to get anything out of that. 

Mr. Kintner. Our final report will be a lot tighter than this 
release. 

Senator HumpHurey. We realize it is an interim report. But you 
must recognize that people are deeply concerned about the matter. 

Mr. Wuirney. This is a very common statistical method of pre- 
paring and presenting things. In the current steel price and wage 
discussions, mention is made by all parties that United States Steel 
has done so much and the total industry so much. The total of 
United States Steel is also, however, embodied in the industry total. 
Very rarely do you find people who work that out to show the industry 
total excluding United States Steel. It can be done, but it is unusual. 
In our final report, we will do that and all of the other necessary 
statistics and computations. 

Senator Humpnrey. I[ am going to ask Mr. Foley, and whomever 
else we have on this limited staff of ours, to go over this interim report 
very carefully, prepare for the Commission a memorandum of any 
further suggestions we might have. In fact, there may be some 
exchange informally between your group and the staff of the subcom- 
mittee or the full committee. 

Mr. Foley is with the subcommittee, but the full committee is 
keenly interested in this. So, without burdening you with further 
hearings, we will try to work it out informally by exchange of cor- 
respondence and memorandums. 

Mr. Kintner. May I say that the Commission would welcome 
such suggestions from all segments of the industry as well. We are 
anxious that this be as good a job as we can turn out. 

Senator Humpurey. The hour of 12:30 having arrived, the com- 
mittee will adjourn. 

(Whereupon, at 12:30 p.m., the committee adjourned.) 











| 





— in) et 


7 
I 





ET TTR 


APPENDIXES 


APPENDIX I 


FEDERAL TRADE COMMISSION ECONOMIC INQUIRY INTO FOOD 
MARKETING—INTERIM REPORT, JUNE 30, 1959 


Federal Trade Commission: Earl W. Kintner, Chairman, Robert T. Secrest, 
Sigurd Anderson, William C. Kern, Edward T. Tait, Robert M. Parrish, 
Secretary 

LETTERS OF TRANSMITTAL 


FEDERAL TRADE COMMISSION, 
June 30, 1959. 
The PRESIDENT OF THE SENATE, 
Washington, D.C. 
The SPEAKER OF THE House or REPRESENTATIVES, 
Washington, D.C. 


Srrs: I have theh onor to transmit herewith the economic report of the Federal 
Trade Commission entitled ‘‘“Economic Inquiry Into Food Marketing—Interim 
Report. 

limited number of copies of the report is being printed by the Federal Trade 
Commission. 
By direction of the Commission. 
Sincerely yours, 
Earu W. KIntTNER, Chairman, 


RESOLUTION 


INQUIRY INTO THE COMPETITIVE METHODS AND Practices UsED IN MARKETING 
Foop 


Whereas a substantial percentage of all antimonopoly investigations by the 
Federal Trade Commission is of alleged violations of law by parties in the food 
industry; and 

Whereas the Commission has received many complaints that in the evolution 
of food distribution in recent years there have developed tendencies to concentra- 
tion of economic power, to collusive price action and to unfair competitive 
methods; and 

Whereas there is broad public interest in preserving competitive free enter- 
prise in the food industry and in preventing unfair methods of competition in 
that industry; and 

Whereas it appears to the Commission that, for the reasons stated herein, 
and for the purposes set forth in section 6 of the Federal Trade Commission Act, 
an investigation of the food industry by the Federal Trade Commission would be 
in the public interest: Now, therefore, be it 

Resolved, That the Commission in the exercise of the powers vested in it by 
sections 6 and 9 of the Federal Trade Commission Act, and with the aid of any 
and all powers conferred upon it by law and any and all compulsory processes 
available to it, do forthwith proceed to investigate and study the integration and 
concentration of economic power at the retail level of distribution in the food 
industry, which investigation and study shall include consideration not only of 
the organization, business, conduct, practices, and management of corpora- 
tions engaged in commerce and which sell food products at the retail level of 
distribution but shall also include investigation and study of corporations operat- 
ing as wholesalers, manufacturers, distributors, brokers, or otherwise concerned 
with the distribution of food products in commerce to the extent that a considera- 
tion of their organization, business, conduct, practices, and management is 
relevant and pertinent to the aforesaid investigation and study. 

By direction of the Commission. 


Rosert M. Parrisn, Secretary. 
Dated October 9, 1958. 
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Foop Inquiry INTERIM REPORT 


On October 9, 1958, a resolution on significant economic trends in food market- 
ing was approved, adopted and entered of record by the Federal Trade Commis- 
sion. The minute accepting the resolution authorized an investigation and study 
of the integration and concentration of economic power at the retail level of 
distribution in the food industry. 

Questionnaire schedules were approved by the Commission on December 30, 
1958, and mailing was completed February 2, 1959. Although the return date 
was March 31, followup correspondence lasting into June proved necessary to 
secure nearly complete and accurate returns. Information was obtained relating 
to retail stores with about 90 percent of 1958 grocery store sales. In view of the 
wide public interest in the subject of this inquiry, this interim report has been 
prepared, containing preliminary tables and data. A full report on the ques- 
tionnaire returns will be published later. 

According to census estimates, retail sales of food stores in 1957 amounted to 
approximately $47.8 billion. Food store chains operating 11 or more stores 
accounted for $17.4 billion, or 36.4 percent of the total sales. The remaining 
63.6 percent was shared by chains with 10 or fewer stores, by retailers affiliated 
with voluntary or cooperative wholesalers, and by unaffiliated retailers. 

This broad depiction of market shares gives rise to a number of questions re- 
lative to the growth trends of these segrnents of the industry and to the methods 
used to achieve such growth. Each group, therefore, was asked for information 
on corporate relationships, acquisitions, food processing, total sales, areas of 
operation and size of retail stores. For the chains, there were also questions on 
purchasing; for the others, questions on services rendered members. 

Twenty-two tables are presented in this interim report—some drawn directly 
from the inquiry returns, others from secondary sources. 


HIGHLIGHTS 


There are listed herewith key points from the tables: 

1. In 1957, when chains with 11 or more stores accounted for 36.4 percent of 
total food sales, the 15 largest chains accounted for 29.4 percent and the four 
leaders (A. & P., Safeway, Kroger, and American Stores) for 19.6 percent. 

2. These four have ranked first, second, third, and fourth in sales since the 
first year covered, 1948. 

3. The sales of chains of 11 or more stores gained 118 percent from 1948 to 
1958. Total retail food store sales increased 72 percent. 

4. Chains with sales between $100 and $500 million showed larger relative 
sales gains between 1948 and 1957 than the biggest chains with sales over $500 
million or the smaller chains with sales between $50 and $100 million. 

5. The average profit ratio to sales, after taxes, of chains decreased from 1.3 
to 0.9 pracent of sales between 1948 and 1952, but increased again to 1.3 percent 
in 1957. 

6. Of the $6.6 billion gain in sales of reporting chain stores between 1953 and 
1958, $1.4 billion was accounted for by stores in operation in 1953, $3.9 billion 
by new stores opened after 1953, and $1.3 billion by stores acquired after 1953. 

7. Of 2,238 stores acquired by chains from 1949 through 1958, 1,550—about 
two-thirds—were in operation in 1958; 528 had been closed after acquisition, 282 
being replaced by other stores and 246 not replaced; and 160 had been sold. 

8. The chains operating 101 to 500 stores showed the greatest sales gain, 114 
percent, from 1953 to 1958; all chains with 11 or more stores gained 56 percent. 

9. Food manufacturing establishments operated by chains shipped approxi- 
mately $1.1 billion to chains’ own stores in 1958. Bread and coffee were the 
largest volume items. 

10. Wholesale sales of 146 identical voluntaries increased 181 percent from 
1948 to 1958, those of 130 identical cooperatives, 357 percent. The 1958 sales 
of all reporting voluntaries were $3.5 billion, those of all reporting cooperatives 
were $2.0 billion. 

11. Vertical integration (shipments from owned processing facilities) by the 
voluntaries and the cooperatives was negligible, shipments being $43 million for 
the former and $13 million for the latter in contrast with $1.1 billion for the chains. 

12. Approximately 95 percent of the voluntaries and cooperatives sold in three 
States or less. 

13. The largest single membership group among the voluntaries, under 50 
stores, accounted for 45 percent of total membership; among the cooperatives, the 
largest group was from 100 to 500 stores, accounting for 56 percent of member- 


ship. 
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14. Almost half the voluntaries, or 154, were in the $1 to $5 million annual sales 
volume class; this was also the largest class, numbering 54, for the cooperatives. 

15. Of the dozen or more principal types of service rendered to members, both 
voluntaries and cooperatives placed greatest emphasis on purchasing dry groceries, 
advertising, warehousing and purchasing nonfoods (in the order given). 


Foop CHain Data 


Table 1 gives market data for the 15 major food chains for 1957. A. & P. is 
seen to be the leader in sales, assets, areas served, and number of stores. Safeway, 
Kroger, and American Stores are in the next positions, well below A.& P. These 
four chains account for 19.6 percent of 1957 food store sales, the 15 largest for 
29.4 percent, and, if all others with 11 or more stores are added, sales reach 
$17,377 million, or 36.4 percent. 

For the year 1958, the 165 chains reporting in the Food Inquiry had approxi- 
mately $19 billion in sales. Reports received from 319 voluntary group whole- 
salers and 144 retailer-owned cooperatives revealed 34,809 members of voluntary 
groups and 32,224 members of the cooperatives. The members and others 
served wholly or in part by the voluntaries had 1958 retail sales in the neighbor- 
hood of $13 billion (estimated from the distribution of stores by retail sales size 
groups). ‘The members and others served wholly or in part by the cooperatives 
had estimated 1958 retail sales of $8 billion (according to the cooperative reports). 
Thus, a total of about $40 billion of retail sales is accounted for, which is 90 percent 
of the $44.6 billion grocery store sales estimated by the Census for that year. 

In table 2, 31 leading chains are listed in descending order of 1957 sales. Where 
available, the sales of each are given for the years 1948-58, with the net percentage 
increase in the period. For 1948, 1954, and 1957 the rank of each company 
is given with its percentage of total food store sales. The rank of the first four, 
A. & P., Safeway, Kroger, and American Stores, remained unchanged throughout 
the period. In 1957, Safeway had the same percentage of total food store sales 
as in 1948, but A. & P., Kroger, and American Stores each increased its share. 

The sales gain for 26 identical companies was 107 percent. For organizations 
for which 1948 figures are published, the smallest gains (to the latest year available 
for each firm), 47.2 percent and 47.8 percent, were shown by First National and 
Fisher Bros. At the other end of the scale Thriftimart showed a gain of 730 
percent; Winn-Dixie reported 645.6 percent. 

Table 2a supplements tables 1 and 2 by showing for 1948, 1954, 1957, and 1958 
the total food store data shown for 1957 in table 1, with the 1948-58 percentage 
increases for each segment. Chains with 11 or more stores increased their share 
of total sales from 29.2 percent in 1948 to 37 percent in 1958. Their absolute 
gain was over $10 billion, or 118 percent of the 1948 figure of $8.5 billion. 

Table 3 shows the chains with 1957 sales in excess of $500 million having a 
declining percentage of total grocery chainstore sales between 1948 and 1957, but 
increasing percentages of total grocery store sales and total food store sales. 
The chains with sales of $100 million to $500 million showed sharper increases— 
from 10.3 to 17.5 percent of grocery chainstore sales, from 3.6 to 7.1 percent of 
grocery store sales, and from 3 to 6.3 percent of food store sales. The chains with 
$50 million to $100 million of sales also gained, but precise comparisons are not 
possible because of unavailability of complete 1948 data. 

Table 4 groups the 31 leading chains by the same 3 size groups, and shows for 
each the net profit ratios to sales before and after income taxes, by years from 
1948 to 1957, or in some cases to 1958. The average profit ratio after taxes 
decreased from 1.3 percent in 1948 to 0.9 percent in 1952, but increased again to 
1.3 percent in 1957. 

In table 5 the sales gains of the chains from 1953 to 1958 are examined to 
identify the portions of the sales gains accounted for by the stores in operation 
in 1953, by the new stores opened since 1953 and by the acquisitions since 1953. 
Of a total gain of about $6.6 billion, new stores accounted for $3.9 billion, acquisi- 
tions for $1.3 billion, and the old stores for $1.4 billion. 

Table 5a gives the percentage increases from 1953 to 1958 revealed by the 
dollar sales figures in table 5. The group with over 500 stores showed the smallest 
percentage gain, 35 percent; the group with 101 to 500 stores, showed the sharpest 
gain, 114 percent; the three smaller groups showed gains ranging between 82 and 
91 percent. The stores in operation in 1953 showed gains in sales for the various 
groups ranging from 9 to 19 percent of 1953 total sales. Sales were increased as 
a result of the opening of new stores by percentages which ranged from 20 for the 
largest chains to 62 for the second and fourth classes. The 1958 sales of stores 
acquired after 1953 accounted for an increase over 1953 sales of only 5 percent 
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for the largest chains, of 33 percent for the next class, and of 11 percent for all the 
chains. In each source of growth—=stores operating in 1953, newly opened stores, 
and acquired stores—the smallest size group, with 11 to 25 stores, showed a 
greater percentage gain than the largest chains and a greater gain than the 
average for all chains. 

Table 6 lays out the acquisitions in somewhat more detail. From 1949 through 
1958 there were 315 horizontal acquisitions by food chains, involving 2,238 stores, 
Of these, 65 acquisitions with 560 stores occurred in the first 6 years of the period, 
and 250 acquisitions with 1,678 stores—about three-quarters of the total—in the 
last 4 years. There were closings of acquired stores to the number of 528, of 
which 282 were replaced by other stores and 246 were not replaced; while 160 
were sold. Still in operation at the end of 1958, therefore, were 1,550 of the 2,238 
acquired stores. 

In table 6a, the acquisitions of the 10 chains most active in the merger move- 
ment are tabulated. These companies acquired 1,474 stores in 107 transactions 
from 1949 through 1958. These 1,474 stores produced sales of about $1.2 billion 
at the time of acquisition. As of December 31, 1958, there were 940 still in 
operation. Their 1958 sales were $996 million, or 12.4 percent of the total sales 
of the 10 companies. 

During 1949-58, 24 new companies were established that operated 11 or more 
stores on December 31, 1958. These 24 companies had in operation 855 stores 
with annual sales of $919 million. Ten of these new entities were formed by 
merger or purchase of 203 stores with sales of about $270 million. Through sub- 
sequent acquisition of 150 additional stores, with sales of $207 million, by 7 of 
these companies, and the opening of 82 new stores since 1953 by 8 of them, the 
10 companies at the end of 1958 operated 407 stores, with annual sales of $528 
million. 

Seven of the remaining 14 new companies acquired 142 stores with annual 
sales of $92 million. All 14 built new stores numbering 180, with total sales of 
$164 million in 1958. As of December 31, 1958, the 14 companies operated 448 
stores with 1958 sales of $391 million. Three of these new companies were op- 
erating 150 small convenience stores, with total sales of $12 million. Thus, the 
298 stores operated by the other 11 companies had sales in 1958 of $379 million. 

The growth of chainstore sales due to expansion of the size of individual stores 
can be measured in two ways. First, there were 18,300 stores in operation on 
December 31, 1948, and sales that year were $7.8 billion, or about $425,000 per 
store. On December 31, 1954, the number of stores had dropped to 15,700 but 
annual sales had increased to $12.7 billion, over $800,000 per store. On December 
31, 1958, the number of stores had increased to 16,900 and sales to $19 billion, or 
an average of $1.1 million per store. 

By the second measurement, the chains at the end of 1954 had about 5,200 
stores with sales of $1 million or more, and at the end of 1958, 8,000. Their stores 
with sales of $375,000 to $1 million numbered 5,500 at the end of 1954 and 5,700 
at the end of 1958. Their stores with less than $375,000 in sales decreased from 
5,000 in 1954 to 3,200 in 1958. 

The vertical integration of chains, reflected in their manufacturing operations, 
is the subject of table 7. They reported over $1.3 billion in value of shipments 
from some 326 food manufacturing establishments which they operated in 1958. 
All but $166 million in shipments were to their own stores. Bread and related 
products led in number of establishments, 147, followed by dairy products except 
milk, 41; coffee, 39; fluid milk, 27; prepared meats, 13; canning and preserving, 
13; concentrated milk, 12; meatpacking, 9, and others of less importance. The 
number of manufacturing establishments increased moderately from 1954 to 1958. 
Their dollar shipments increased by 21 percent. All categories except roasting 
of coffee—whose price declined sharply from 1954 to 1958—participated in the 
gain in shipments. Coffee roasting is second to baking in dollar volume. 
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VOLUNTARY AND COOPERATIVE DATA 


The second and third sections of the tabular presentation give data relating to 
those voluntary group wholesale firms and retailer-owned cooperatives from which 
information was obtained in the inquiry. 

Table 1 of each group shows total sales to group members and others, by geo- 
graphic division and for the United States as a whole. This table is based upon 
the 1958 number. The smaller numbers in 1948 and 1954 indicate that some 1958 
concerns were not in business while others did not furnish reports for 1948 and 
1954. The voluntary groups showed sales at wholesale of $3.5 billion, and the 
cooperatives, of $2 billion, for 1958. 

rom table 1A it appears that the sales of 146 identical voluntary units which 

operated in 1948 and 1958 advanced from $746 million to $2,096 million, or 181 

rcent. In the cooperative group, 130 identical companies sold $544 million in 
1948, and $1,939 million in 1958. 

Table 2 in each section deals with acquisitions. In the voluntary table, whole- 

salers are shown as having acquired 131 retail stores with sales of $63 million, 
lus such other related activities as manufacturing, wholesaling, and warehousing. 
he acquisitions shown in the cooperative table 2 covered a total of $84 million 
of wholesale sales. A retailer cooperative with sales of $47.3 million and a food 
wholesaler with sales of $13.6 million were the two major acquisitions. There 
were acquisitions of smaller organizations of these types, plus a coffee manufac- 
turer, a dairy food manufacturer, and a produce wholesaler. 

Table 3 for voluntary group wholesalers shows manufacturing and processing 
facilities operated. Coffee, dairy, bread, and canning establishments predomi- 
nated. Whereas shipments of owned manufacturing facilities to chainstores 
were $1.1 billion in 1958, the comparable figure for voluntary group wholesalers 
was $43 million and that for the cooperatives (table 3), $13 million. 

Geographic dispersion, number and sales size, are covered in table 4, “‘Volun- 
taries,’”’ and table 4, ‘‘Cooperatives.’”? About 54 percent of the voluntaries and 
58 percent of the cooperatives sold in one State only. Two States were served by 
27 percent of the voluntaries and 24 percent of the cooperatives. Three States or 
fewer were served by 94 percent of the voluntaries, and 95 percent of the coop- 
eratives. 

A membership of under 500 was characteristic of 97 percent of the voluntaries 
and 92 percent of the cooperatives. The $1 million to $5 million annual sales 
class contained the largest number in each group, with 48 percent of the volun- 
taries and 38 percent of the cooperatives. 

The kinds of services offered by the group to members are detailed in table 5, 
“Voluntaries,’”’ and table 5, ‘‘Cooperatives.”” The four most frequently rendered 
by each group, in order, were: purchasing dry groceries, advertising, warehousing, 
and purchasing nonfoods. Next most frequent among the voluntary groups 
were store engineering, managerial advice and purchasing frozen foods. With 
the cooperatives, the order was purchasing frozen foods, purchasing dairy items 
and managerial advice. 

FurTHER REPORT 


As was indicated, this is an interim report designed to make the basic data 
obtained by the Commission quickly available to all who are studying concentra- 
tion and integration patterns in the food industry. 

This report will be expanded later by further analysis of the facts it now con- 
tains, plus additional data on other subjects including interlocking directorates, 
chainstore purchasing patterns, trends in selected metropolitan areas, and reasons 


for gain and loss in membership by voluntary wholesale groups and retailer- 
owned cooperatives. 
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Section 1. Foop C#Harns 


TABLE 1.—Market data for the 15 major food chains, 1957 





Total Number 
Name Sales assets Area served of 
stores 





Thousands | Thousands 





ee ak enn es $4, 769, 249 $596, 179 | 37 States, District of Columbia, and Canada_ 4, 197 
ae 2, 117, 314 397,783 | 24 States, District of Columbia, and Canada. 2, 033 
8. Kroger...........-.| 1,674, 124 ROU A Dh Binh i iid oe sit sco dink cick ged 1, 421 
4. American--.-....-- 837, 340 154,019 | 7 States, District of Columbia__....-......-- 844 
5. National Tea..-.--.- 681, 132 gy ER Si 883 
6. Food Fair_......... 600, 964 Bee ee yee hg OSE LUA a Se 295 
7. Winn-Dixie---...-- 588, 569 aE ee eee eee ae aa 473 
8. First National.._.-- 521, 495 nF SG Spr Sea pean arate Rely Sree 575 
oe. Sn nn renee 442, 152 ne ee ne a oe eee cae 461 
10. Grand Union.-.---- 427, 871 91, 829 | 11 States, District of Columbia, and Canada. 381 
11. Jewel Tea !_..__...- 414, 466 OD: GOD s BRO is ince cass db en rawe donna usm tngeeinne 227 
12, ACF Wrigley-.--..-- 347, 516 SE A ei adiiienD oienmhe s ielasacealaliaaincs 185 
a eT ote 261, 099 rr ae Shes 2 Oe a gudmeniarenees 200 
14. Red Owl-_-__--..---- 176, 430 Sa e © eee eet it ke. sk 152 
15. Thriftimart_.......-. 166, 376 Be Dib otic ide cb cand oweshsiegpeaws 47 
eo ccctes 14, 026, 097 I eae aa neal eceearmucmh ems sare dak 12, 374 
SUMMARY 
Percent of 


Sales total food 
store sales 


Millions 
le ll Ae EEE EEA end LE ERTIES Rilgehd Gg hs Nd $47, 786 100.0 
ID i ics ce cribs pabesedice decdtbacvemsonduinssts 17, 377 36.4 
chs auibakbsueones 14, 026 29.4 
All other chains with 11 or more stores...............----.-..----..-------.-- 3, 351 7.0 
nese Soren Gre Guess Under 2) SLOPE... ..... nn conmenncenncancomneceencencecneso 25, 067 52.5 
es ere, a ee ee Sho ee ere co uk weet nccemaqncboctes 5, 342 11.1 


1 Maintains 1,941 routes in the United States and Canada. 


Source: “‘ Moody’s Industrials, 1958”’; annual reports to stockholders; ‘‘FTC Food Inquiry, 1959’’; and 
Department of Commerce, Bureau of the Census. 
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TABLE 4.—WNet profit before and after income taxes as percent of sales for leading retail food chains, 1948-58 
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TaBLe 5.—Total store sales in 1953 and 1958, by number of stores in chain and 
source of growth 














1958 sales of— 
Number 
Number of stores in | of com- | 1953 sales of 
chain on Dec. 31, 1958} panies all stores Stores in New stores Stores 
operation opened acquired All stores 
1953 since 1953 sinee 1953 

Thousands Thousands Thousands Thousands Thousands 
501 and over. .....-..-- 6 $7, 881, 600 $8, 697, 900 $1, 592, 800 $371, 500 $10, 662, 200 
|) 7 ae 13 1, 636, 800 1, 945, 600 1,017, 100 540, 800 3, 503, 500 
ESE 18 645, 100 701, 900 349, 200 175, 708 1, 226, 800 
Gs odackbanccos= 45 1, 062, 700 1, 193, 700 662, 500 78, 900 1, 935, 100 
Ot 69 618, 500 731, 200 286, 800 132, 400 1, 150, 400 
ME ccsitscaicme os: 151 11, 844, 700 13, 270, 300 3, 908, 400 1, 299, 300 18, 478, 000 





Source: “FTC Food Inquiry, 1959.” 


TasBLe 5a.—Percent of increase in sales from 1953 to 1958, by source of growth 








New Stores 
Number of stores in chain on Dec. 31, Number Stores stores acquired 
1958 of compa- | in opera- opened since 1953 | All stores 
nies tion in 1953) since 1953 

6 +10.4 +20. 2 +4.7 +35. 3 
13 +18.9 +62. 1 +33.0 +114.0 
18 +9.5 +54. 4 +27.4 +91.3 
45 +12.5 +62. 4 +7.4 +82 3 
69 +19.3 +46. 8 +21.6 +87.7 
151 +12. 2 +33. 1 +11.0 +56. 3 





Source: Table 5, ‘FTC Food Inquiry, 1959.” 


TABLE 6.—Food-store acquisitions, 1949-58 





Number of— Number of stores 
Annual Sales in 
Year of acquisition /|Acquir- sales Closed Stillin| 1958 of 
ing | Acqui-| Stores when |_ Sold | opera- | stores in 
com- | sitions ac- acquired tion | operation 
panies quired Re- | Not re- 
placed | placed 
Thousands 
a ne aaah hid. w oucihe 6 6 72 $66, 180 15 12 12 33 $51, 978 
a 5 5 5 3, 0 0 1 4 3, 204 
I diencckd paidiaGtes~s- 10 12 69 27, 820 29 17 1 22 19, 715 
tt ccebblihicbsnacad 5 10 273 67, 343 152 8 ot 49 37, 042 
a ate ll 12 71 86, 617 9 8 2 52 68, 676 
ee a can 17 20 70 60, 580 4 ll 7 48 66, 128 
icc hidewebacnaet 23 48 455 434, 166 38 52 23 342 368, 471 
ainekicainhcehdmars: beceniod: 36 70 439 397, 325 24 93 24 298 345, 749 
TS SERRE Seer Seaaaetye 34 54 363 322, 520 10 34 17 302 305, 732 
ach adicebancicae 38 78 421 450, 003 1 ll 9 400 2 372, 309 
eae 183 315 | 2,238 | 1,916, 452 282 246 | 160; 1,550 | 1,639,004 





1 Column does not add as some companies made acquisitions in more than 1 year. 
2 Does not represent a full year’s sales for the 400 stores, as acquiring companies reported 1958 sales for 
only that portion of the year in which they had control. 


Source: ‘FTC Food Inquiry, 1959.” 
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TABLE 6a.—Food-store acquisitions by 10 large food chains, 1949-58 





























| 
Number of— Number of stores | 
| 
Annual Sales in 
Name of company sales when Closed | 1958 of 
Acqui-| Stores | acquired Still in| stores in 
sitions ac- Sold | opera- | operation 
quired Re- Not re- tion 
placed | placed 
Thousands Thousands 
American Stores Co....---.---.- 5 93 $34, 442 4 43 0 46 $27, 273 
Colonial Stores, Inc- .----...---- 10 99 121, 906 4 5 0 90 98, 467 
Food Fair Stores, Inc...........- 6 67 107, 731 2 0 4 61 104, 397 
The Grand Union Co--.-...-..-- 15 128 128, 417 24 ll 1 92 84, 924 
Jewel Tea Co., Inc..........-.-- 2 43 56, 234 4 4 0 35 50, 852 
Sem weet OO. .....csosccc.5-- 5 130 174, 064 7 10 0 113 | 167, 162 
Lacky Stores, Inc. ........22...- 4 56 72, 612 2 4 6 44 2, 956 
ES ee ee | 24 485 251, 612 167 40; 68 210 178, 474 
Safeway Stores, Inc_-..---- etcl oe | 25 67 33, 016 2 3 0 62 31, 955 
Winn Dixie Stores, Inc...---.--- .| ll 306 221, 070 39 65 15 187 190, 519 
Total (10 chains)....-.-.--- 107 1, 474 | 1,201, 104 | 255 | 185 94 940 995, 979 





Source: “FTO Food Inquiry, 1959.’ 


TaBLeE 7.—Food-manufacturing establishments operated by food chains 





Number of | Number of Total value of shipments 
chains establish- 
reporting ments 
Kind of establishment 1958 
1954 
1954 | 1958 | 1954 | 1958 To own To others 
stores 











Thousands | Thousands | Thousands 


BMomtpacking plents..o....-.2.....52..--- 5 5 9 9 $94, 500 $98, 800 $50, 200 
WERE MEOUUR. «Lo nedaossncacncecessec ae 9 10 11 13 38, 200 54, 200 23, 900 
Poultry-dressing plants --.---.......-...-- 2 4 2 4 3, 400 5, 200 1, 900 
Dairy products, except milk__...........- 18 19 32 41 34, 700 44, 200 10, 600 
i 5 5 12 12 46, 800 46, 600 10, 600 
Fluid milk and other products_-_-.-...-- 9 12 22 27 57, 500 80, 800 15, 100 
Canning, preserving, and freezing ._.-..-. 5 7 ll 13 77, 000 88, 100 11, 000 
Bread and related products. --.-........-- 38 45 126 147 289, 500 375, 700 3, 800 
Confectionery and related products. - - - -- 6 7 6 7 31, 000 43, 000 200 
Miscellaneous food preparations and 
kindred products (except coffee) _.._-.-- 11 9 16 14 85, 700 84, 500 20, 800 
Coffee, roasted or concentrated__.....-..-- 21 22 38 39 316, 700 216, 300 18, 100 
Ps abe ahn ea aba wide csckdecninitedienseiladineans 51 62 | | 285 | 1326 | 1,075,000 | 1, 137, 400 166, 200 





1 Some companies reported the same establishment in more than 1 category. 
Source: “FTC Food Inquiry, 1959.” 
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TaBLeE 4 (Preliminary).—Classifications of 319 wholesale grocer sponsors of volun- 
tary retail groups, by number of States served, number of stores sponsored, and 
volume of sales, 1958 














Number of Percentage 
wholesale of total 
sponsors 

Number of States served: 
NS ee SELL wate Enea x en Susmeaushscine cet scawnceted 174 54.5 
Neen eee eee sc aA eeebnenadusecgediinmeanneaped 86 27.0 
RE eee hoe Rein hwo den dilewebamietenndepdeaeuaken Som 39 12.2 
i eRe een ee eas cupeneicaebcabsenaghssainc ads Sik 12 3.8 
ee ahs ebeinwwikieeinarévecesawevawenewitsucnewcwagectics ci 8 | 2.5 
a misinnsherbaebmbcbiond 319 100. 0 








he to  samsanakasbionedenncanawombacines at 143 44.8 
et 6 latins id paibcondendoarecsauwineepesnel 87 27.3 
Bs bib rbaraiewies encuweapwweuguune seeussweeEESeneENaEE sag Eececons 79 24.8 
ack ise ctaweclepbanpwsed 7 2.2 
la ek ian ncinessbanincnih 3 9 

a a I kl omessiaieapeae 319 100.0 

Annual sales size volume (millions of dollars): 

EE Bag ode<biwiQragwat.conere yen cEReNNWepgeLTunensagsnansens 15 4.7 
ig eik dae aiebebndindnkdtnnanpigaltiawdetirnncennihedrainy 154 48.3 
A BR dae edtianeiinanadaamen tie 69 21.6 
eR A Se ee ket cebbnipesdemeanetsudbnasated 45 14,1 
RR et i dl Si anda cdnnebigseanesaéanéencepbecsalhi 23 7.2 
Minuet rer orS oat ote ne wares sdagscnsd-obh aden eh 5 1.6 
tet RES eG re EI ce LC a Sn, SY Sn Oe” <a Se 5 1,6 
SUUE CAINE, sewn ttiewcuwverwwencssvesssscsewspasresowewawassgpteececk 3 9 

a ecsuniiclaeibanteaall 319 100.0 





Source: “FTC Food Inquiry, 1959.” 


TABLE 5.—Services provided by wholesale sponsors to voluntary retail groups 


Wholesalers providing Retailer members receiving 


designated service, 1958 designated service, 1958 
Services provided (319=100 percent) (34,809= 100 percent) 
Number Percent Number Percent 
Purchasing dry groceries. ..................---- | 288 90.3 34, 809 100.0 
RR SES RR a eaipero ee eee 288 90.3 27, 999 80. 4 
Wr ene... nomena aa as Lo 210 65. 8 26, 614 76. 5 
Be OD ook ie tin cee een se 193 60. 5 23, 361 67.1 
Ee a a ee ae 186 58. 3 14, 759 42.4 
EN erat inekisewesweeGugneginns 186 58.3 19, 319 55. 5 
OE ee 170 53.3 19, 834 57.0 
a et oe Eee reiee 132 41.4 11, 414 32.8 
Purchasing frozen foods. ...............<...-.-- 129 40.4 15, 878 45.6 
EPURTOET,, CAE bb daecetawonhno8t><dueeseehoo 105 32.9 14, 710 42.3 
OROPEONNN GNOR . . Eo nog nen os tke sp aviee~ 88 27.6 7, 239 20.8 
anes Gree. ... =... wo dc oan 87 27.3 4,712 13.5 
Purchasing meat.--...........-- pitt. maces 78 24.5 6, 112 17.6 
Purchasing dairy items................-.......- 73 22.9 10, 646 30.6 
Puronesiag preanee....... -=....5-..~5..- sic becs. 72 22.6 8, 009 23.0 
a ee ee ee 5 1.6 998 2.9 
NG cae obs ct en Sn noone anaes 5 1.6 224 6 
Co a a toes aa 3 1.0 295 9 
Weekly bulletin._...........-- chia CO 3 1.0 270 8 
Rey GND = 668 lo ck ne ign eds 3 1.0 1,972 5.7 





Less than 1 percent for each: Educational meetings, group insurance, site location, personnel training 
rack service, beer purchasing, bakery supervision, etc. 


Source: “FTC Food Inquiry, 1959.”’ 
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TABLE 3.—Food manufacturing, or processing, number of plants and dollar value of 
shipments, 1954 and 1958 








ae Value of shipments 
0 
Number plants 
Division, State, and products of 1958 
coopera- 1954 1958 





tives total total 
1954 | 1958 
stores other 


























Coffee: 
Pacific: California..............- 1 1 1 |$2, 020, 000 $889, 000 0 $889, 000 
East North Central: 
ee 1 1 1 800, 000 910, 000 0 910, 000 
RN Rei 1 1 1 946, 560 312, 518 0 312, 518 
2 aS 1 1 1 542, 000 519, 000 0 519, 000 
West North Central: Iowa.__--- 1 1 1 397, 000 133, 000 | $100, 000 233, 000 
Speten; GUE 5... ..ho00-.--~5 5 5 5 | 4, 705, 560 2, 763, 518 100, 000 2, 863, 518 
Milk and dairy products: a = 
East North Central: Illinois... 1 0 3 0 | 9,853,000 17,000 | 9,870,000 
South Atlantic: Virginia__...._- 1 0 1 | 0 1 199, 000 0 1199, 000 
Milk and dairy products, total_- 2 0 | 4 0 | 10,052, 000 17,000 | 10,069, 000 
a ee 7 5| 9 | 4, 705, 560 | 12,815,518 | 117,000 | 12, 932, 518 





1 444 months only. 
Source: “FTO Food Inquiry, 1959.” 


TABLE 4 (Preliminary).—Number of States in which reporting cooperatives sold, 
and classification by size groups of membership and volume of sales, 1958 


Number of Percent of 








cooperatives total 

Number of States in which cooperatives sold: (144= 100) 
1 State 84 58.3 
2 States 34 23.6 
3 States 19 13.2 
4 States 2 1.4 
5 States_. 4 2.8 
6 States. 1 on 
Total 144 100.0 

Membership size (number): (143= 100) 
elle oT a ee oe cee cieene 17 11.9 
a eo abiiececannnnene: 34 23.8 
Tee. celasnbhndomitnanhadcsiucssdéensnancs 80 55.9 
i EE 8 5.6 
a od ol ht honk dc undiaenadbeasaeas 2 1.4 
ak en as ee elke se deendbeneadnnodeuce. 2 1.4 
ae ee a eeedenenmacal 143 100.0 
OSS EE, EE ON EE Es eI ee FE decnak thnks 
oS ee a 

Annual sales size volume (millions of dollars): (141= 100) 
ek ee dawg ibbcabaddbusebynwcchon’s 8 7.8 
I RR eRe ee oe nae aiaianadihisateusdsess 54 38.3 
I I OE iat adepineminieans 30 21.3 
eT ee needa cee und aqdareekehotaidmade 28 19.9 
se ee oe be <a nena ab abuiieon 12 8.5 
ee Rd ee el lecalindubeoebeeaoan 3 2.1 
a ek eee Rube bidadimaghidiabendbaitiace 3 2.1 
141 100.0 
NS nk dnt, se eusasaiendbesdaetcteaseastgendbecoaed WEP. cusccaudonee 
a ela hninediagbenwaen ME A céonauein 





1 Total membership of 143 companies, 34,230. Correspondence pending with 1 cooperative re membership. 
< Total dollar sales of 141 companies, $2,030,030. Correspondence pending with 3 cooperatives re dollar 
es. 


Source: “FTC Food Inquiry, 1959.” 
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TABLE 5.—Services provided by retailer-owned cooperative groups to retail members 
Yy 





Service rendered 


Cooperatives providng 
designated services 
1958 (144= 100) 





Number Percent 
Purchasing dry groceries. ._.............-.....- 142 98.6 
Advertising - - ihiettkbnbibetaaad&e cuneate 122 85.7 
Warehousing EES A See ree 104 | 72.2 
Purchasing nonfoods. - Aincawaates 103 71.5 
Purchasing frozen foods__...........-- 84 | 58.3 
iain anh sens ckvhanshnndiecaeucn 70 48.6 
Purchasing dairy items_-...._.......-......-.- 64 44.4 
OVE cnenbiccccccnccsison ee ee 63 43.7 
ete cankwereoeaaeuwnnse 61 42.4 
aad wide meee aaa 55 438. 2 
Purchasing produce en 42 29. 2 
EE, Siaiinks Sc coukenddnantomm eames abies 32 22.2 
Purchasing meat__--- si 28 19.4 
SS 15 10.4 
Record keeping aids 14 | 9.7 
on. woes ni nkste mesh anlar biaeiin 3 2.1 
se ncn cnadnéadesnobetbnsnaomnis 1 a 
Poultry -. slats ie Ss gai to onic daiiaedatediveaas sand 1 ot 
Servicing nonfood racks_.....................-- 1 7 











Retail stores receiving 
designated services, 
1958 (34,329= 100) 


Number Percent 

33, 497 97.6 
20, 685 60.3 
27, 376 79.7 
21, 564 62.8 
20, 718 60.3 
13, 133 38.3 
13, 884 40.4 
12, 589 36.7 
15, 257 44.4 
9, 325 27.2 
9, 351 27.2 
7, 286 21.2 
6, 282 18.3 
3, 476 10.1 
5, 229 15.2 
890 2.6 
405 1.2 
440 1.3 

2, 697 7.9 


Less than 1 percent for each: Pick-up delivery, Bulletins, Financial aid, Retail accounting service; Meat 
merchandising plan, Health and beauty aids, Purchasing and warehousing cigarettes, 


Source: ‘‘FTC Food Inquiry, 1959.” 
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Summary of 
‘Findings and Recommendations 


This is the first study ever published on the unprecedented 
deluge of mergers covering retail food distribution for the fifth 
consecutive year. It is based on a four-year record of merger 
acquisitions of food stores. 

The primary purpose of this report is to call attention to the 
magnitude and some of the major characteristics, causes and con- 
sequences of this ominous trend. It is hoped that this study will 
lead to careful consideration of the growing concentration of eco- 
nomic power in retail food distribution and the implications it 
holds for the future. 

The main features of the report are summarized in the following 
points: 


e Since 1955, a minimum of 2,657 locally operated food stores 
have been swallowed up in merger acquisitions. 


e The estimated annual sales volume acquired by these acquisi- 
tions is $2,824,830,000. This is equal to current total sales of 
grocery stores in 14 states. 


e A total of 160 acquisitions made by 68 companies is covered 
in the study. 


e In the majority of instances modern progressive multi-store 
operators have been bought out by large interstate organizations. 


e The states of Illinois, Indiana, Michigan and Ohio have had 
more merger acquisitions of food stores than any other region of 
the country. 


e Food chains having annual sales from $400 million to $1 billion 
were the most merger acquisitive group. Those having 300 to 600 
stores were also in this class. 


e The huge number of acquisitions of modern, efficient local multi- 
unit retailers is leading to serious concentration of food store sales 
in many important markets. 


e The pyramiding effect of the competitive merger race in retail 
food distribution is interfering with the more desirable stabilizing 
growth through internal development. 


e The flood tide of mergers raises serious problems for farmers, 
growers, processors and manufacturers. They face growing power 
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concentrates in retail food distribution which places them at a 
substantial disadvantage in marketing their products. 


e As concentration grows in major markets, retail organizations 
in control will be able to select by legal means the prevailing 
methods of competition. This will introduce vast changes in the 
form competition takes within the retail food industry. 


e A census of economic concentration in retail food distribution 
in important markets should be made on a yearly basis. 


e The present Federal tax structure is a major cause of mergers. 


e Price discriminations and unearned promotional allowances now 
enjoyed by the more unscrupulous large retail organizations are 
another major incentive to mergers. 


e Other causes leading community enterprise to sell out include 
lack of trained management, inability to obtain choice store loca- 
tion sites, high interest rates on borrowed money, difficulty in 
expanding, fear of strikes, growing complications in operating a 
private business, and perhaps most of all, the feeling that only 
large corporations have a good chance of continued success in the 
present atmosphere. 


e The antitrust laws and their enforcement need to be strengthened 
substantially in their application to retail food distribution. 


e A thorough investigation into the causes and effects of retail 
food mergers is urgently needed. 


e Our free competitive economy is threatened by too much con- 
centration in retail food distribution. Mergers are a prime source 
of centralization of power that is taking place. 


A Battle for Power 


This is an introduction to the story of a great revolution sweep- 
ing across the largest segment of the nation’s distribution system. 
Quietly and steadily enormous changes are taking place reshaping 
the economic structure of retail food distribution in this country. 
On the basis of what little we know now about this great trans- 
formation, it is not possible to measure its future implications on 
our economic and political institutions. 

Appearances would seem to indicate, however, that within this 
important segment of the economy there are the makings of tre- 
mendous changes which may mark a critical ne in American 
economic history. 
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The members of this Association operate thousands of com- 
munity food stores and supermarkets across the country. As com- 
munity businessmen, they are on the firing line in a fierce battle 
going on within retail distribution of food and groceries—a $50 
billion market directly affecting more persons than any other in 
the country. While this struggle is now waged primarily at the 
retail level, its impact extends over the vast network of the nation’s 
facilities for growing, processing and manufacturing foods reaching 
the consumer. In this battle, some firms apparently are seeking to 
obtain an entrenched position as one means of acquiring economic 
security. 

The cold war now going on in the consumer market is just 
beginning. Those who win this contest at the retail level will have 
enormous advantages in extending their power backward over 
food manufacturing, processing and farm production as well. Pos- 
sibly no economic struggle America has yet witnessed challenges 
the principles of private enterprise as this one seems destined to do. 

The following report is intended to focus attention on some of 
the aspects of this trend in the hope that full consideration will be 
given to its scope, character, causes and consequences on the 
economy and other areas of national well-being. 


Merger Maelstrom 


The growth of centralized economic power in retail food distri- 
bution is strikingly highlighted by the unprecedented wave of 
merger acquisitions in this field. For the past four years, the 
Association has kept a record of merger acquisitions of retail food 
stores based on a wide variety of public, as well as private, sources 
of information. It has supplemented this with efforts to search out 
and examine the major factors behind the trend. The study covers 
160 acquisitions by 68 companies of all sizes and shows that a 
total of 2,657 food stores, with estimated annual sales (at the time 
of acquisition) of $2,824,830,000, were absorbed in a flood tide of 
merger activity in the four-year period, 1955-1958. 

The magnitude of the $2.9 billion annual sales volume of food 
stores acquired through merger acquisitions in the last four years 
can be measured by comparing it to total yearly grocery store 
sales in a number of states. Since 1955, the pace of merger activity 
in retail food distribution has been so fast that the estimated total 
annual sales volume taken over exceeds the current combined 
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sales volume for all grocery stores in 14 states—Arizona, Arkansas, 
Delaware, Idaho, Montana, Nebraska, Nevada, New Hampshire, 
New Mexico, North Dakota, Rhode Island, Utah, Vermont and 
Wyoming. 

The comparison is equally shocking when it is made with sales 
for various metropolitan areas. The total estimated annual sales 
volume of stores acquired as a result of merger acquisitions in 
retail food distribution in the period 1955-1958 is greater than 
the current combined yearly sales of all grocery stores in the 15 
metropolitan areas of Atlanta, Birmingham, Columbus, Dayton, 
Denver, Fort Worth, Indianapolis, Louisville, Memphis, Miami, 
New Orleans, Portland (Oregon), Rochester, San Diego and Seattle. 

When in only four years, merger acquisitions of retail food stores 
have brought about the absorption of sales volume greater than 
either the total grocery store sales for 14 states or for 15 large 
metropolitan centers, it can hardly be doubted that the rate of 
such acquisitions holds grave implications for the future. And 
when all signs point to a continuation of such acquisitions, a 
determined attempt to stem this tide is certainly necessary. 


Regional Analysis 


Chart 1 compares the annual sales volume of food stores acquired 
by merger acquisitions for nine geographic divisions of the United 
States. 

Chart 2 shows the same comparison for the number of food stores 
acquired. 

The states of Illinois, Indiana, Michigan, Ohio and Wisconsin, 
composing the East North Central Region, have had the greatest 
merger activity both in terms of sales volume and stores acquired. 

This is largely because four of the most acquisitive food chains— 
National Tea, ACF Wrigley, Colonial and Kroger—have all been 
active in these states. Merger acquisitions by these four chains in 
this region account for around 70% of the total sales volume and 
approximately 60% of all stores taken over by mergers in the 
area. Almost 24% of the total sales volume of all food stores ac- 
quired through merger acquisitions in the country was in these 
five states. The same area accounts for almost 21% of total food 
stores aequired in the nation. 

The three, Pacific states of California, Oregon and Washington 
rank second among the geographic divisions in terms of sales 
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volume of food stores absorbed by mergers. Los Angeles was the 
prime center of such acquisitions. 

Ne major national chain made any acquisition in these states 
within the period studied. The relatively large food stores in this 
area helped to increase the total sales volume of stores taken over. 
Whereas 20% of the total sales volume of food stores acquired by 
mergers was in the Pacific states, they account for only 15% of 
total food stores acquired in the nation. 

Three geographical areas, South Atlantic (Delaware, Florida, 
Georgia, Maryland, North Carolina, South Carolina, Virginia and 
West Virginia), West South Central (Arkansas, Louisiana, Okla- 
homa and Texas), and the Middle Atlantic (New York, New 
Jersey and Pennsylvania) are responsible for approximately the 
same percentage (around 13% for each) of total food store sales 
volume acquired by means of mergers. The. same is true of stores 
acquired where the average for each of the three areas is about 
16% of the total for the country. 

The 15 states in these three regions of the United States account 

for almost 40% of total food store sales acquired by merger ac- 
quisitions and around 48% of total food stores taken over. Four 
food chains— Winn-Dixie, ACF Wrigley, Kroger and Grand Union 
—who have been very active in the retail food merger movement, 
gained control of about 54% of the combined total annual sales 
volume acquired through retail food store mergers for all three 
regions and around 53% of all food stores taken over in the same 
area. 
In the West North Central area (Iowa, Kansas, Minnesota, 
Missouri, Nebraska, North Dakota and South Dakota) three food 
chains— National Tea, ACF Wrigley and Safeway—acquired ap- 
proximately 74% of the total annual sales of food stores bought 
out through mergers in the area. They also took over about 72% 
of the total number of such stores acquired by mergers in this 
region. 

The Mountain states of Arizona, Colorado, Idaho, Montana, 
New Mexico, Nevada, Utah and Wyoming account for approxi- 
mately 4% of total food store sales acquired in the nation by 
merger acquisitions. National Tea is the only major acquisitive 
food chain active in this area. The annual sales volume of food 
stores it has acquired in Colorado and Wyoming alone represents 
around 51% of the total food store sales acquired in this region 
by mergers. 

The states of Alabama, Kentucky, Mississippi and Tennessee, 
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which make up the East South Central Region, account for ap- 
_ proximately 3% of both total food store sales and total number of 
outlets taken over in the nation by retail food mergers. 

Three major acquisitive chains— National Tea, Colonial Stores 
and Winn-Dixie—are responsible for around 74% of total food 
store sales and approximately 84% of the total outlets acquired 
by mergers in these four states. 

The New England states have the lowest percentages of any 
geographical region. Less than 3% of both total sales volume and 
stores acquired in the nation by merger acquisition occurred in 
this region. Grand Union acquired approximately 40% of the 
total food store sales taken over through mergers in these states. 

The apparent discrepancy in Charts 1 and 2 between the com- 
bined total of all regions and that shown for the United States is 
accounted for by the fact that the regional analysis omits considera- 
tion of the large merger acquisition of National Tea by George 
Weston Ltd. Adequate figures for this purpose were not available. 

Analysis of food store merger acquisitions by regional areas of 
the country indicates that the prime and virtually only factor 
determining the relative amount of merger activity in each geo- 
graphical region is the degree to which the major acquisitive chains 
are active in the area. The only notable exception to this rule is 
California where local and regional chains have a remarkably 
strong position. 


Analysis by Acquiring Firms 


Tables 1 and 2 show the largest acquiring firm in this field to be 
George Weston Ltd. The acquisition involved here was the pur- 
chase of a controlling interest in National Tea. Through a sub- 
sidiary, Weston also owns a controlling interest in Loblaw Inc., 
which operates almost 200 food stores in four states with total 
annual sales in excess of $260 million. Weston also makes and dis- 
tributes a large number of food products throughout the world. 
It is a large biscuit and cracker manufacturer in the United States. 

In terms of retail sales volume acquired by food chains through 
merger acquisition of food stores in this country, Chart 3 shows 
ACF Wrigley is at the top with around $277 million annual sales 
volume absorbed. This chain was first organized in December, 1955, 
and now claims to have the largest share of food store sales in 
Detroit. At the time of its organization, it bought out two com- 
peting local chains in Detroit operating a total of 93 stores with 
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TABLE 1 


ESTIMATED NUMBER OF FOOD STORES 
ACQUIRED BY MAJOR FIRMS 


THROUGH MERGER ACQUISITIONS 


1955-1958 
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National Association of Retail Grocers 
February, 1959 
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TABLE 2 


ESTIMATED ANNUAL SALES* OF FOOD STORES 
ACQUIRED BY MAJOR FIRMS 
THROUGH MERGER ACQUISITIONS 


1955-1958 


Millions of Dollars 
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combined annual sales of approximately $157 million. At the same 
time it gained control over an efficient wholesaler in Detroit which 
presently supplies community retailers competing with Wrigley 
stores. This is an instance where a merger acquisition by a food 
chain resulted in a wholesaler supplier of local food dealers being 
taken over by a large merged competitor in the same market. 

Wrigley now operates some 190 stores in five states, 158 of which 
it acquired through the absorption of seven local multi-unit oper- 
ators. Approximately three-quarters of its present sales volume 
was acquired through the purchase of community operated food 
stores. 

When in three years’ time an organization new in the field of 
retail food distribution can gain control over nearly 200 food stores 
with annual sales of approximately $370 million and secure a 
dominant position in at least one large metropolitan market almost 
entirely by merger acquisitions, the result is the most convincing 
evidence of the tremendous economic power which can be gained 
by those who aggressively use this quick means of growth. 

Chart 3 shows Kroger, the third largest U. S. food chain with 
annual sales of $1.7 billion and over 1,400 stores in 21 states, to 
have acquired the second highest sales volume absorbed through 
merger acquisition by food chains. In terms of food stores taken 
over, Kroger ranks fourth with 131 stcres as indicated on Chart 4. 
The West South Central states of Texas, Louisiana and Arkansas 
is the area where it concentrated its heaviest merger activity. 
Approximately three-fourths of both the sales volume and food 
stores it acquired through merger activity is located in this region 
and primarily in the state of Texas. Five locally operated multi- 
store organizations were absorbed by Kroger, four of which did 
business in Texas. 

The third most acquisitive chain in terms of sales volume ac- 
quired is Grand Union. It ranks fifth in number of stores bought 
out. Its merger operations cover an area of nine states along the 
East Coast from Florida to New Hampshire. In the four-year 
period, Grand Union bought out some 12 smaller companies oper- 
ating from a high of 41 food stores to low of 2 stores. In New 
Hampshire it absorbed an operator of six stores said to be the 
state’s leading independent. Grand Union now has around 470 
stores in nine Eastern states with annual sales of about $500 million. 

National Tea, the fifth largest food chain with annual sales 
around $700 million and over 900 stores, is the fourth most acquisi- 
tive chain in terms of sales volume acquired. As Chart 3 indicates, 
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Chart 3 


ESTIMATED ANNUAL SALES* OF STORES 
ACQUIRED BY MAJOR ACQUISITIVE FOOD CHAINS 
1955-1958 


Millions of Dollars 


277 
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ACF KROGER GRAND NATIONAL WINN- COLONIAL 
WRIGLEY UNION TEA DIXIE 
*At time of acquisition National Association of Retail Grocers 


February, 1959 
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Chart 4 


ESTIMATED NUMBER OF STORES ACQUIRED BY 
MAJOR ACQUISITIVE FOOD CHAINS 


1955-1958 
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National Association of Retail Grocers 
February, 1959 
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both it and Grand Union are running a close race for the third 


‘position. National Tea, however, with approximately 178 stores 


acquired, is second in this category as indicated on Chart 4. 

This organization has bought out some 14 local operators in 12 
states from Michigan and Alabama to Wyoming and Colorado. In 
Chicago, it acquired 12 stores formerly operated by a member of a 
large cooperative supplying community retailers in Illinois. Its 
largest acquisition is an 85-store chain with units in Iowa, Ne- 
braska, South Dakota and Minnesota. It also absorbed a 28-store 
operator in Colorado and Wyoming. Some of these acquisitions 
included processing facilities such as bakery and meat plants. 

Winn-Dixie, the eighth largest food chain, operating in nine 
Southern states with an annual sales volume approaching $600 
million and around 480 stores, ranks as the fifth most acquisitive 
chain in terms of sales volume acquired. However, because of the 
relatively low average sales volume of the stores it has acquired, 
it is first in number of food stores absorbed, as shown on Chart 4. 
Winn-Dixie also holds the distinction of making the largest chain 
acquisition of food stores when it bought out a 117-unit chain 
operating in Georgia, South Carolina and North Carolina. It also 
purchased the largest intrastate operator in North Carolina. Some 
eight regional and local chains have been absorbed by Winn-Dixie 
in the last four years. 

The sixth most acquisitive food chain is Colonial with annual 
sales considerably in excess of $400 million and operating around 
460 stores. Colonial’s merger acquisitions cover seven states from 
Florida to Indiana and Ohio. In two acquisitions it absorbed 80 
stores operated by local chains with annual sales volume of almost 
$114 million. Colonial is seventh in number of stores taken over. 

American Stores, the fourth largest food chain having annual 
sales around $850 million with about 840 stores, is sixth in number 
of stores acquired and twelfth in sales volume absorbed. It made 
two acquisitions in the last four years, the biggest by far being its 
acquisition of a 92-unit chain operating in New York and Penn- 
sylvania. 

Safeway Stores, the second largest chain with annual sales of 
$2.1 billion and over 2,000 stores, is the tenth most acquisitive 
chain in both sales volume of stores acquired and number of out- 
lets taken over. Its biggest acquisition was a 30-unit local chain 
in Iowa. 

Food Fair of Philadelphia, the sixth largest chain having annual 
sales over $600 million and operating around 370 stores, ranks 





72 MERGERS AND UNFAIR COMPETITION IN FOOD MARKETING 


eighth in sales volume and number of stores acquired. Its biggest 
acquisition was a Florida chain with 38 stores and around $60 
million annual sales. One of its recent acquisitions is now in litiga- 
tion. This resulted from a quarrel with another chain which also 
endeavored to buy out the local operator. The matter is nowin court. 


Analysis by 
Size of Acquiring Firm 


A fact of some significance is that A & P, the giant in the in- 
dustry, refrained from joining the explosive merger movement in 
retail food distribution during the period considered. This chain 
has more than $4.7 billion in sales and over 4,000 stores and is more 
than twice the size of its largest competitor. In this respect it 
holds a unique position in the industry. 

Safeway, the second largest, has been a relatively minor factor 
nationally in the merger movement although it did make a major 
acquisition in the Des Moines (Iowa) market. 

Of the food chains having sales over a billion dollars, Kroger 
stands alone as the only organization using merger acquisitions 
in an aggressive manner for expansion purposes. 

Charts 5 and 6 show the relative merger activity of acquiring 
chains grouped by their total sales volume using 1957 figures. 

Approximately 12% of total food store sales acquired through 
merger acquisitions by food chains is accounted for by chains with 
sales over $1 billion. The comparable figure for number of stores 
absorbed is 10%. However, around 80% of the $239,541,000 in 
sales of acquired food stores purchased by chains with over $1 
billion in annual. sales is accounted for by Kroger alone. The 
merger activity of chains in this classification is to a large extent 
the result of Kroger acquisitions. 

Food chains with 1957 annual sales of $400 million to $1 billion 
have been a major factor in the supermarket merger movement 
over the past four years. Chart 5 shows that the acquisitive 
chains in this category — National Tea-Loblaw, Grand Union, 
Winn-Dixie, Colonial, Food Fair, American and Jewel Tea—ac- 
quired a combined total of $826 million annual sales through food 
store acquisitions over the past four years. Chart 6 indicates that 
the same group of companies also predominates in number of 
food stores taken over. 

Approximately 40% of total food store sales absorbed by food 
chains through merger acquisitions in the four-year period studied 
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Chart 5 


ESTIMATED ANNUAL SALES* OF STORES ACQUIRED 
BY MAJOR ACQUISITIVE FOOD CHAINS 
GROUPED BY TOTAL ANNUAL SALES VOLUME 
OF ACQUIRING FIRMS 
1955-1958 


Millions of Dollars 
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Chart 6 
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ESTIMATED NUMBER OF FOOD STORES ACQUIRED 
BY MAJOR ACQUISITIVE FOOD CHAINS 
GROUPED BY TOTAL ANNUAL SALES VOLUME 
OF ACQUIRING FIRMS 
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are accounted for by acquisitions of chains with 1957 sales volume 
in the class $400 million to $1 billion. The comparable percentage 
figure covering number of stores taken over by these same firms 
is 49%. 

The only food chain in this sales group which appears not to 
have engaged in any merger acquisitions in the period covered is 
First National Stores operating in the New England states and 
New York. Of the seven acquisitive chains in this group, only 
American and Jewel Tea acquired less than $100 million in sales 
through merger acquisition. 

ACF Wrigley is responsible for over half of the total food store 
sales acquired through merger acquisitions by acquisitive food 
chains having a 1957 sales volume of $100 to $400 million. 

Only 15% of total store sales volume acquired by all food chains 
through merger acquisitions in the [four-year [period went to 
the smaller chains with annual sales of $50 million to $100 
million. Those below $50 million got considerably less than even this. 

Charts 5 and 6 indicate a heavy concentration of merger acquisi- 
tions by the medium-large food chains with 1957 sales in the range 
of $1 billion to $400 million. If Kroger and ACF Wrigley are added 
to this group the concentration is considerably greater. 

A similar pattern of concentration is shown by Charts 7 and 8 
which group acquiring chains by total number of stores operated. 

Three chains—A & P, Safeway and Kroger—have over 1,000 
stores. Kroger is again the most acquisitive chain in this group. 
Around 12% of sales volume and 10% of stores acquired by all 
size chains is accounted for by Kroger and Safeway. 

Those having 1,000 to 600 stores are National Tea-Loblaw and 
American. They acquired 11% of sales volume and 17% of stores 
taken over by all food chains through merger acquisitions in the 
period studied. 

Those having 600 to 300 stores are Grand Union, Winn-Dixie, 
Colonial, Food Fair and First National. The first four of these 
acquired 27% of sales volume and 30% of stores absorbed by all 
food chains. 

In the group having 300 to 100 stores, ACF Wrigley stands out 
as the major acquisitive chain. 

The first four groups of acquiring chains—those with more than 
100 stores—together account for over 70% of both sales volume 
and number of stores acquired by all food chains through merger 
acquisitions in the years 1955 to 1958. 
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Chart 7 


ESTIMATED ANNUAL SALES* OF STORES ACQUIRED 
BY MAJOR ACQUISITIVE FOOD CHAINS 
GROUPED BY TOTAL NUMBER OF STORES OPERATED 

BY ACQUIRING FIRMS 
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Chart 8 


ESTIMATED NUMBER OF FOOD STORES ACQUIRED 
BY MAJOR ACQUISITIVE FOOD CHAINS 
GROUPED BY TOTAL NUMBER OF STORES OPERATED 
BY ACQUIRING FIRMS 
1955-1958 
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The analysis by acquiring chains shown by Charts 4 through 7 
_ indicates that the medium-large firms have been the most aggres- 
sive in the supermarket merger movement. In terms of total sales 
and number of stores operated, Kroger is the largest vigorously 
acquisitive firm and ACF Wrigley appears to be the smallest. 

Tremendous sales increases have been experienced by the major 
acquisitive chains in the medium-large class. From 1954 to 1957, 
their combined store sales increased 49%, while total grocery store 
sales for all outlets covering the same period experienced an in- 
crease of only 30%, and total sales for the so-called independents in- 
creased by 20%. One Southern chain which has been tremendously 
active in the merger movement increased its total sales by 125% 
in this period. 


Prescription for Monopoly 


An inclination may arise here to conclude that the merger trend 
participated in largely by medium large chains is beneficial be- 
cause it serves to strengthen competition with the largest organiza- 
tions, such as A & P. 

This is erroneous on several counts. First, because the market 
strength on the selling side of the very large chains varies in dif- 
ferent areas where their stores are located. In this respect, they 
are not the most powerful in every market they serve. In some 
areas medium-large organizations have a greater proportion of 
sales than their larger national competitors. To be sure, other 
considerations arise when the buying power of such large organiza- 
tions is considered, but there are basic objections to the principle 
that competition in retail food distribution is served by a policy 
facilitating a rapid enlargement of a few medium size firms into 
giants comparable with those already in existence. The answer to 
concentration of economic power is not more of the same. 

The continued absorption of small community chains by medium- 
large organizations*(even where the merger is not among competi- 
tors) feeds the trend toward concentration and the lessening of 
competition. 

The logical development of the argument that second-string 
companies should be permitted to gobble up small efficiently oper- 
ated local chains in order to compete with their larger competitors 
would be to permit merger acquisitions by them until they reach 
the size of their Jargest competitor. This approach would prevent 
merger acquisitions only by the largest companies, while giving 
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immunity to their powerful (but smaller) competitors. A better 
prescription for the monopolization of an industry could hardly 
be written. 

During the past four years, neither the Federal Trade Commis- 
sion nor the Department of Justice has challenged the legality of 
any merger acquisition in retail food distribution. This fact is one 
of considerable significance. It raises some serious questions con- 
cerning the effectiveness of antitrust enforcement policy in this 
area. There cannot be any doubt that the failure of the antitrust 
enforcement agencies to act has served to accelerate the merger 
trend in the last four years. 


Pyramiding Effect 


An alarming feature of the present merger wave in retail food 
distribution is that it has created what can best be called “‘com- 
petitive mergerism”. Companies have been forced by the trend to 
participate in the process in order to protect their market position. 
To them it is a matter of self defense. 

The result is a strong influence promoting concentration of eco- 
nomic power in conflict with the normal process of growth and 
development. The more desirable growth through internal develop- 
ment based on superior efficiency and service to consumers is 
supplanted by a struggle for economic power. It is not likely that 
an industry held in the grip of such a trend can maximize its 
efficiency and perform the other functions and responsibilities 
society imposes on it. 


Long-run Threat 


Tendencies toward monopoly appear in many forms, for monop- 
oly has many dimensions, and this makes its identification not 
always easy. 

Rugged competition in retail food distribution probably exists 
today in most areas, but the problem is to stop incipient threats 
which will produce the evils of economic concentration and monopo- 
listic competition. 

When this condition develops in a market, consumers will have 
lost the advantages of vigorous price competition, for the large 
firms in control will gain no advantage over each other by a 
strong policy of price reductions. The long-run effect is lessening 
the desire as well as the necessity for vigorous price competition. 
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By the same token, they will be able to force out of the market, or 
_ discipline, any local competitors who are not subservient and dis- 
courage new entries as well. 

In broad effect, retail food distribution can become so heavily 
concentrated in important markets through merger acquisitions of 
aggressive and efficient local operators that the larger firms in the 
area will be able to select the methods by which they will compete 
with each other. No collusion is necessary for this. It is simply a 
matter of doing what comes naturally. When this occurs, competi- 
tive behavior will not be what it was when strong local operators 
were present to provide the balance of power in the market. 

In this industry, true competition cannot be preserved without 
a large number of firms in every market. Any trend substantially 
reducing the number of units, especially those most able to com- 
pete against large interstate organizations, raises the most serious 
implications. Therefore, even though the effects of a given merger 
acquisition may not be immediately serious in itself, a danger 
does arise when the process becomes cumulative developing into 
a substantial trend which impairs the strength of community oper- 
ators in numerous markets. The long-run threats of this develop- 
ment in retail food distribution are enormous. 


A Tightening Clamp 


In many instances local multi-unit distributors bought out were 
a strong competitive factor in their market. Their absorption by 
larger interstate organizations resulted in an immediate and some- 
times substantial reduction in the share of the market held by 
independent or local distributors. In Erie, Pennsylvania, for in- 
stance, the acquisition of two local chains reduced the independ- 


ents’ share of that market from around 63% to approximately © 


37%. Another acquisition transferred approximately 18% of the 
retail food business in Dallas from a local operator to a large 
national chain. And about 30% of the market in Des Moines, 
Iowa, was acquired by a large retail distributor which recently 
entered this area through the purchase of a local multi-unit operator. 

The effects of sudden changes in the share of market held by 
local business cause severe problems for local suppliers who are 
threatened with the loss of a large part of their business. The dis- 
locations in local markets resulting from large integrated chains 
gaining a substantial share of the retail sales in an area through 
merger acquisitions of strong community retailers constitute one 
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of the most serious problems raised by the merger trend in 
this industry. 


Concentrated Buying Power 


The flood tide of mergers in retail food distribution also raises 
serious problems for farmers, growers, processors and manufac- 
turers who produce the products sold in food stores. 

The concentration of sales at the retail level creates many ad- 
verse effects on producers of raw and processed products. They are 
placed in a position where fewer buyers are purchasing a greater 
share of their products, and since the value of what they produce 
depends on its sale to consumers, their bargaining position is being 
substantially weakened. 

Concern on this score has been repeatedly expressed by growers, 
one of whom voiced alarm by saying that: “it is not beyond possi- 
bility that within five years fifty to seventy-five men buying for 
large chains will control a considerable percentage of the market 
for our product.” There is ample evidence of concern among farmers 
and producers over the declining diffusion in buying power which 
is being accelerated by the merger trend in retail food distribution. 
This is leading more producers to adopt what is called the com- 
bined market approach. Some producer groups see this approach 
as the only effective answer, apparently feeling that the trend 
toward concentration at the buying level is not going to stop, and 
efforts by the Government in this direction will prove to be as in- 
adequate in the future as they have in the past. 

Because so little is know1: about the facts of the situation, there 
is some dispute over whether the expanding power of retail dis- 
tributors is being exercised in a manner injurious to farmers and 
producers. But common sense tells us that whether or not abuses . 
are presently taking place, the existence of such power and the 
prospects for its further growth, certainly are a matter of concern. 
As Lord Acton stated, “Power tends to corrupt; absolute power 
corrupts absolutely.” This poses the question of whether within 
the framework of our government and society, the rapid expansion 
of such centralized power can be tolerated. This is certainly an 
area that merits close examination by those concerned with the 
welfare of agriculture. 

It is well established, however, that manufacturers and proc- 
essors have already felt the irresponsible use of concentrated buy- 
ing power by unscrupulous distributors. The purchase of shelf space 
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in retail stores is a growing practice which manufacturers are being 
forced to accept in order to obtain an adequate market for their 
products. An infinite variety of economic pressures is being placed 
on them for discriminatory price preferences and preferential al- 
lowances. Some distributors are able to finance their advertising 
costs in large market areas from cooperative advertising payments 
paid by manufacturers with a sizable sum left over. Discrimina- 
tions in favor of powerful retail distributors are now so prevalent 
in the food distribution industry that a large percentage of anti- 
monopoly investigations by the Federal Trade Commission con- 
cern alleged violations in this field. 

The growth in the sales of distributor brand merchandise is 
another incidence of developing concentration of sales at the retail 
level. Manufacturers are facing unprecedented competition from 
their large retail customers whose strength is forcing producers of 
well established national brands to make the same quality product 
under distributors’ private labels at a substantially reduced price. 
Recently, food manufacturers attending a meeting of their national 
trade association were warned that the day is coming when they 
will be forced to share their manufacturing facilities with their 
customers in the production of products for private labels of large 
chains in order to enjoy their cooperation and favor in marketing 
nationally advertised products. A clearer indication of what the 
centralization of economic power at the retail level in food distribu- 
tion holds for manufacturers and suppliers could hardly be given. 

The immense discriminatory buying advantages which the more 
unscrupulous large retail organizations can obtain over their smaller 
rivals has had as much to do as anything in bringing about the 
explosive merger movement. The instrument for obtaining dis- 
criminatory concessions from suppliers, is “buying power’ and 
this is increased more easily and more quickly by merger acquisi- 
tions than by any other means. 


Taxes Part of Problem 


A true understanding of the causes of the present merger trend 
in retail food distribution cannot be had without considering some 
of the major factors which induce local operators to sell out. Of 
course, the importance of various considerations differs in individ- 
ual instances. 

One of the major factors is certainly the present Federal tax 
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structure. Local operators find it difficult to secure outside capital 
for expansion and therefore have to rely in great measure on re- 
tained earnings. They can only use earnings after taxes which 
substantially diminishes the amount available for plowing back 
into the company. Legislation affording a tax reduction measured 
by increased business investment would give meaningful relief to 
small and medium size concerns on this score and would tend to 
he lpreduce the number of mergers as well asstrengthen the economy. 

The imposition of the estate tax also contributes to mergers 
with closely held firms where the owners have a large share of their 
assets invested in the business. The prospect of the estate tax and 
the possibility that payment of it will jeopardize the financial 
stability of the company and injure heirs of the owner are un- 
doubtedly contributing to mergers. Some relief has been provided 
in this area in recent years, but it does not go far enough. The most 
needed action at the present time is a substantial increase in the 
specific exemption of $60,000 which was established in 1942. The 
effect of inflation has made the estate tax an incubator of monopoly. 

Another tax consideration is that under the present structure 
large enterprise has a strong incentive to purchase local businesses. 
Acquiring firms can pay tremendous sums for businesses which 
owners of local enterprise find hard to turn down. Offers have been 
made at more than twice the book value of assets and some offers 
run as high as 14 times annual earnings. 

The high incidence of taxation and the avoidance of taxes through 
various devices which result in the use of tax-free money con- 
tribute immensely to the merger trend. Effective action to curb 
the merger trend requires a realization that our present tax system 
is motivating economic concentration which the antitrust laws 
seem unable to prevent. 


Other Factors 


Numerous additional considerations play an important part in 
stimulating the merger trend in retail food distribution. 

They cover such items as lack of trained management, inability 
to obtain choice store location sites, high interest rates on borrowed 
money, difficulty in expanding, fear of strikes, growing complica- 
tions in operating a private business, and perhaps most of all, the 
feeling that only large corporations have a good chance of con- 
tinued success in the present atmosphere. 

The mounting merger trend has helped to sap the will and 
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strength of the local operator to withstand the economic pressures 
he faces. When a handsome offer is made by a large firm, he is 
already conditioned to accept a proposal. In fact, some operators 
have taken the initative and sought offers to purchase from large 
chains. If you can’t lick them, join them is often considered as 
the only answer to the problem. 


Preventive Medicine 


In addition to tax changes and a strengthening of the antitrust 
laws and their enforcement, action is needed to deal with the 
major reasons leading local operators to sell their enterprises. 
This requires a thorough inquiry into every cause of the present 
merger trend. Before help can be rendered, the facts must be 
known. There is a pressing need for preventing causes as well as 
effects of the steady trend toward collectivism in retail 
food distribution. 

Far too little is known about what is taking place in this segment 
of distribution. The importance of effective action reaches far 
beyond just food distribution since undue concentration in this 
area is a forerunner to socialized control over the economy. The 
results of the present trend toward concentration of sales in fewer 
food stores in urban markets are generally unknown. Until more 
attention is given this matter and more reliable data is collected 
on it, the full impact of current market changes in the industry 
on consumers cannot be known or carefully considered. There 
is a clear and present need for a yearly census measuring concen- 
tration in food store sales in major metropolitan markets across 
the country. 


A Confusing Comparison 


It is often contended that, since community retailérs are re- 
sponsible for almost 60% of total grocery store sales in the nation, 
there is no present threat of concentration. 

The fact of the matter is, however, that comparing sales by in- 
dependent and chain food stores on a national basis conceals more 
than it tells. As a measure of market shares, national sales figures 
have practically no usefulness. This is because food is not sold to 
consumers in a national market, but in hundreds (if not thousands) 
of local markets. A family living in an area is affected by the avail- 
ability of suitable competitive outlets in that area and not by a 
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hypothetical average of conditions existing throughout the nation. 

When viewed from the selling side, a relevant market in retail 
food distribution is much narrower than it is for many lines of 
products, especially those in the durable class. Even with the vast 
increase in the use of the automobile, convenience in location 
remains as one of the primary determining factors in the choice of 
food stores by consumers. 

It is possible that the current Federal Trade Commission in- 
vestigation of concentration in retail food distribution will con- 
tribute some valuable information on this matter, but the need 
remains for a regular series of fact-finding surveys to develop in- 
formation for measuring the degree of concentration taking place 
in the various markets. 


Dangerous Alternative 


One does not have to be an alarmist to visualize the growth of 
government regulation over the economy if retail food distribu- 
tion becomes centralized under the control of a relatively few 
large integrated firms. A nation that cherishes its economic freedom 
or prizes a system of minimum governmental interference in busi- 
ness can scarcely tolerate excessive concentration of economic 
power in retai! food distribution. Diversity of economic power is 
the keystone of the private enterprise system, and a very high 
degree of such diversity is more necessary in food retailing than 
it is in most other basic industries. 

Whenever equality of opportunity commences to disappear and 
forces having enormous power over the entire food industry de- 
velop in retail food distribution, the automatic restraints which 
make the private enterprise system work in this industry begin to 
break down. 

It is essential that economic power not be concentrated in retail 
food distribution under the direction of any relatively small group 
of concerns regardless of how public spirited or efficient their 
managers may be. The existence of excessive power concentrations 
in this sector of economy may wel! be sufficient to destroy the 
basis on which this country’s economic and political freedom rests. 
If such an economic condition is permitted to develop, it will 
eventually erode the basis of economic freedom and result in some 
form of socialism. Centralization of control over food distribution 
is a hallmark of an authoritarian state. 
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Basic Issue 


The importance of food retailing in providing a major outlet for 
the development of the private enterprise system and the chal- 
lenge this system now faces in the world poses a serious question © 
of national concern. In this age of bigness, will retail food dis- 
tribution offer adequate opportunity for those desiring to oper- 
ate their own business; will they find it economically feasible to 
assert their desire for self-reliance and individual initiative, or — 
will they find the prospects of success so discouraging that working © 
for a large corporation or for the government are the only real 
alternatives they have? 

Many successful businesses in food retailing were built by rugged 
individualists who gave up the security of a regular pay check, 
pension rights, a health insurance and similar benefits for the up- © 
hill struggle in a business of their own. It was they who helped | 
create a competitive atmosphere in retail food distribution which | 
led to such cost-saving innovations as the modern supermarket, | 

Historically, food retailing in this country has been a field where © 
locally owned and operated businesses have had a position of | 
strength. The retail food store has been a traditional symbol of © 
independent enterprise in America. It has been a significant area ” 
of the economy where small and medium size business found ade- 
quate opportunity to grow and prosper. Here there existed | 
economic opportunity providing an outlet for the drive and spirit 
of individualism which typifies the American spirit. The issue con- 
fronting the country today is what should be done to prevent 
undue concentration of economic power in retail food distribution — 
so that the entire food industry, from farm to store, can continue 
the progress it has made and help preserve private competitive © 
enterprise in America. ! 
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